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ROLE OF WTO IN THE PROMOTION OF 
TRADE IN SERVICES IN INDIA 
(Abstract) 
Economies, the world over designed their economic policies 
under the guiding torch of two ideologies i.e. capitalism and 
socialism. The configuration of world economy on these two 
philosophies per se paved way to polarization of outlook and 
orientation in respect of economic growth and development. The 
emergence of bi-polar world got nourishment on account of these 
very variances prevalent in these two driving philosophies. As 
grounds of these ideologies got more cemented, the world 
recognized how forthrightly Marshall in Principles of Economics 
(1890) substituted the term economics by political economy. 
With the passage of time, some very remarkable events got 
place in economic history. The financial revolution of 1970s was 
major development that led to removal of capital control in many 
economies, thereby paving way for global financial system. The 
emergence of Multinational Corporations (MNCs) and Foreign 
Direct Investment (FDI) in the world economy brought the term 
"Economic Globalism" to its pinnacle. The international debt 
problems of 80's that spread its tentacles in Latin America, African 
and East European countries induced them to comply to policies of 
Bretton-Wood Institutions which was better labelled as Washington 
Consensus. Imbibing the prescriptions of Washington Consensus 
spawned to deregulation, privatization and contracted role of state. 
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These events injected sinews to capitalist led developed economies. 
The tumbling of Soviet Union in. 1990, brought socialism to its 
nadir. Thereby the developed economies became the flag-bearer of 
the world economy. Ultimately socialist led developing economies 
shifted from the policies of import substitution to export - led 
growth strategies. Thus the developing economies ultimately 
acknowledged the potential of international trading as panacea for 
prevailing ills at domestic echelon. The most detrimental issue that 
surfaced for the developing countries was carving their niche under 
the ambit of global trading system. With no grounding of nitty -
gritty and intricacies of global trade led developing economies entail 
for a global mentor that can escort on landscape of International 
trade. The emergence of the WTO as a well globally acknowledged 
god-sent institution is earmarked to act as mentor for trading 
mechanism in the developing economies. 
With the establishment of W.T.O at the global echelon of trade 
and investment, the hitherto sketchy patterns of Liberalization, 
Privatization and Globalization (LPG) have been escorted to 
concrete pathway. Trading and investment arenas have enhanced 
under the umbrella of WTO regime. The WTO prides itself in being 
a democratic institution fostering one member - one vote and 
assists the opening of developing economies as per their 
development level. 
In case of India, opening of economy is appended with a sad 
story owing to plethora of faulty policies in the form of red-tapism, 
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license raj, subsidies and rampant corruption. These policies 
ultimately left Indian economy with modicum of foreign exchange 
reserves and at this juncture India had no alternative but to 
comply with austere economic measures and policies of Breton 
wood Institution's (IMF /World Bank). Thus India changed its track 
from socialist led economy and signaled green to the winds of 
market driven economy of globalization on July 24, 1991 as a 
compulsion not as an alternative. By becoming a signatory to the 
agreements of WTO on 1st January 1995, it has been manifested 
that India has made some noticeable strides in many fronts of the 
economy.1 Under WTO regime, tariff and quota will become mute 
and countries have to change their strategies from being 
comparative to competitive. In respect of India, there is a clarion 
call to come up with a set of strategies to hone her forte in 
consonance with global benchmarks to fully exploit her economic 
sinews to the possible optimum level. 
India's signing of General Agreement on Trade in service 
(GATS) under WTO ambit has enhanced the internationalization of 
Indian service. Taking into account a span of a decade (1990's), 
the World Bank Study (2004) reveals that India's services exports 
grew at a Compounded Annual Growth Rate (CAGR) of 17.3 per 
cent with rank one.2 The GATS agreement guarantees against 
discrimination and address regulatory barriers in foreign markets. 
India gets opportunity to grab these facilities. The signing of GATS 
agreement by India is instrumental in making India achieve the 
target of 1 per cent share in global trade by 2007. 
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The following objectives have been set for the study to 
critically examine the role of trade in services in developing 
countries including India, to delves into the status quo of Indian 
service sector under WTO regime, to examine in detail the 
provisions in the GATS structure and threadbare GATS 
commitment in some selected services, to make an - in depth 
analysis of role of WTO in promotion of trade in services in India, to 
detect and pick out the cross cuttings issues and gray areas 
relating to trade in services concerning India, to envisage the future 
prospects of GATS commitment on Indian service sector with 
special focus on Mode 1 i.e., cross border supply and Mode 4 i.e., 
movement of natural person and ultimately to come out with 
findings of study and to put forward some functional proposals and 
suggestions for leveraging the potential for Indian services under 
the WTO ambit. 
The study seeks to test the following hypotheses. 
Hoi -The study assumes that the employment and exports 
in business services have not increased on account of FDI inflows 
in India's software services (business services) in the post WTO 
regime. On the other hand, the alternative hypothesis suggests that 
the employment and exports in software services (business 
services) have enhanced due to the FDI inflows in software 
(business services) 
H02 -The study assumes that the employment and exports 
in communication services have not increased on account of FDI 
4 
inflows in India's communication services in the post WTO regime. 
Whereas, the alternative hypothesis suggests that the employment 
and export in communication services have enhanced due to the 
FDI inflow in communication services. 
H03 -The study assumes that the employment and exports 
in construction and related engineering services have not increased 
on account of FDI inflows in India's construction and related 
engineering services in the post WTO regime. However the 
alternative hypothesis suggests that the employment and exports in 
construction and related engineering services have enhanced due 
to the FDI inflows in construction and related engineering services. 
Ho4-The study assumes that the employment and exports in 
financial services have not increased on account of FDI inflows in 
India's financial services in the post WTO regime. Nevertheless, the 
alternative hypothesis suggests that the employment and exports in 
financial services have enhanced due to the FDI inflow in financial 
services. 
Ho5 -The study assumes that the employment in health 
related and social services have not increased on account of FDI 
inflows in India's health related and social services in the post WTO 
regime. On the contrary, the alternative hypothesis suggests that 
the employment in health related and social services have 
enhanced due to the FDI inflows in health related and social 
services. 
Ho6 -It is assumed that the employment in tourism services 
has not increased on account of FDI inflows in India's tourism 
services in the post WTO regime. Nevertheless, the alternative 
hypothesis suggests that the employment in tourism services has 
been enhanced due to the FDI inflow in tourism services. 
The fag end of the decade of 80's and more forcefully in the 
early part of ninety, the trade in services got acknowledgement at 
the plane of international trade and investment. It was noticeable 
that more than the change in the pattern of merchandise, the 
change in services was witnessed. The services in vogue covers a lot 
of areas and activities .The rise of trade in services got injected on 
account of rapid transformation and development in IT and 
telecommunications. With the advent of liberalization, services have 
shifted from being a part of cost to revenue generators. Due to the 
betterment and extension of transportation, the pace in services got 
more stimulated. Thus in the new millennium, the success of 
nations hinges on the trade in services. The main reasons 
attributed for the increase in trade in services are the high -income 
elasticity of demand for final product services, structural changes, 
and betterment in technology. 
It has been witnessed that India's services grew at an average 
annual rate of 9 per cent thereby contributing to nearly 60 per cent 
of overall growth rate of economy along with it, India's export of 
services was one of the fastest in the world with growth rate of over 
17 percent per annum. India's services exports doubled from US 
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$24.9 billion irf 2003-04 to US $51.3 billion in 2004-05 manifests 
the prowess of the service sector. It was observed that the growth of 
export of India's services sector was 23.2 per cent in comparison to 
the world average of services exports being only 3.7 per cent. This 
growth rate wa^ due to growth in IT, BPO, telecommunication and 
other services. India today accounts for 1.4 per cent of global 
exports in services as compared to 0.7 per cent in goods. India 
manifests a strong Revealed Comparative Advantage (RCA) between 
1996 to 2000 .The RCA index for services witnessed an increase by 
74 per cent whereas the RCA index for goods observed a decline by 
15 per cent. The RCA of "other business services" witnessed 
whopping increase by 327 per cent during 1996-2000. 
India's services increased due to high-income elasticity of 
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demand, cost reduction and variety of enhancing technology 
development schemes and programmes, increased outsourcing, 
more access to external market along with reforms and 
deregulation. Liberalized services like FDI, telecommunication 
witnessed more growth, spawned more employment opportunities 
whereas those sectors, which were closed, fail to match the same 
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performance. Those services, which were substantially opened, 
witnessed an increase in productivity. Telecommunication, 
information technology including software services experience 
productivity as high as 50 per cent to that of American Services 
Companies. Among the India's entire services sector, the segment 
of miscellaneous services were the prime propeller of exports. 
fUJi^1 
In quest to make India a protagonist in the realm of global 
realm, the Indian government has strived with comprehensive 
strategies. The government among other things has initiated the 
removals of controls and bringing an ambience of trust and 
transparency in economy. In drive to the develop India as a global 
hub for service, Government has permitted trade to receive 
payment in free foreign exchange in all 161 tradable services of 
GATS. India is; already among the top 20 exporters of trade in 
services and among the top 5 in the developing countries. Under 
the WTO ambit* it is observed that India share increase from 34 th in 
] 995 to 22 th in| 2004.The share of services in the total exports over 
30 per cent. India's share in world's commercial services exports is 
only 1.5 per cent in 2004, which is double its share of goods trade. 
India has carved out niche for herself in export of knowledge-based 
services. Service exporters are to be registered themselves with 
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Federation of Indian Exporters organization (FIEO). The 
government of Indian has vowed to set up Export Promotion 
Council for service in a drive to provide proper guidance and 
encouragement to the Indian service sector. The function of service 
export promotion council aim at targeting opportunities for Indian 
services to assist in brand building and marketing programmes 
make necessary intervention with regard to policies, procedure and 
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bilateral/multilateral issues in co-ordination with recognized nodal 
bodies of the service industry. 
The Indiajn government also aims to bring in the galore 
multitude of hbme-based professionals into the services export 
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areas. Under this backdrop, the government aims to foster the 
institutions of common facility centers for use by home-based 
service providers, mainly in areas like engineering and 
architectural design, Multi-media operations, software developers. 
"Served from India" is another brainchild of the government of 
India in order to accelerate the pace of growth in export of services. 
All the service providers who have a total foreign exchange earning 
of at least Rs. 10 lakhs (for individuals service provider, the criteria 
is Rs. 5 lakhs) in the proceeding or current financial year shall be 
eligible to qualify for a duly credit entitlement. 
Under the WTO ambit, India is signatory to GATS, where 
there are four modes of services supply. GATS consists of a) frame 
work of general rules and discipline, Annexes addressing special 
condition relating to individual sectors and liberalization 
commitment specific to service sectors and sub sectors listed in 
each country's schedules. GATS covers 12 sectors that are further 
divided into 155 sub sectors. Under GATS, exception to MFN 
principle was provided in order to maintain the preferential 
treatment they extend to some countries in service sector under 
regional cooperation or other arrangement. Negotiation on services 
under GATS is an open-ended negotiation seeking commitments 
from the member states for sector specific liberalization rather than 
across the board liberalization followed in most other groups. 
Another interesting aspect of service negotiations is that most of 
the negotiations on services have shaped after WTO came into 
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force, thereby offering sufficient period to the members to negotiate 
on the cross-cutting issues over a reasonable period of time on the 
one hand, allowing much flexibility in national commitments based 
on national providers on the other. With the development of 
information technology there has been an increase in cross border 
trade Under t\\e Uruguay Round veiy limited liberalization took 
place. Countries did not bind their autonomous regime. Countries 
did not make commitment under Mode 1 on account of technical 
infeasibility. Under the Mode 4 too, virtually very meager 
commitment took place 
Among th^ all Modes of service supply, Mode 1 (cross-border 
supply) and Mdde 4 (Presence of Natural Person) are the cardinal 
Modes reflecting India's comparative advantage. India's forte in 
Mode 1 is an aqcount of principal supplier of IT services along with 
increased growth of exports of Business Process outsourcing (BPO) 
services. India's stock of natural person includes both professional 
and semi-skilled providers. 
India has made request to all major developed countries and 
developing countries in sectors such as architectural, audio-visual, 
computer and related services, tourism and travel related services, 
health and maritime transport services across various modes with 
focus on Mode; 4. India has received request in services like 
telecommunications, energy environment, financial, education, 
tourism, travel! computer related services, business services, 
distribution, accountancy, and architecture. Countries have made 
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intracorporate 
than those odd 
India has 
horizontal request on Mode 3 and Mode 4 pertaining to 
transparency in domestic regulation, administrative procedures, 
clarification of J criteria, definitonal issue etc. on the other hand 
India has made for full commitments under the Modes 1, 2, and 3. 
Horizontal request on Mode 4 on broadening the scope and 
coverage to include more categories of high skilled services 
providers, elimination of ENTs, transparency in visa and 
administrative procedure and extension of duration of stay for 
transferees. The remittance from Mode 4 is more 
exports from textiles and garments. 
made commitment in the Mode 3 in number of 
services. Under Mode 3 India has permitted 51 per cent of FDI 
inflow. The study made an endeavor to gauge India's services in 
respect to employment and exports with the inflows of FDI.Though 
it appears that India's export in terms of services have enhanced 
India's services in respect to employment and export were 
gauged with the! inflow of FDI in those sectors in which India has 
i 
made commitment under WTO ambit. Though it appears that the 
export of India service sector have increased due to the better 
ambience provided by the GATS. India's exports of services have 
increased substantially and have improved her rank in the world. 
But the testing of hypotheses showed that the commitment made in 
Mode 3 which in turn brings in FDI have failed to show any positive 
relation between the increase in FDI with that of employment and 
exports of services where commitments have been made. Thus it 
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can be perceived that the growth of services in terms of 
employment and exports has been due to reasons other than the 
entry into the GATS arena. The other reasons which have forcefully 
increased the growth of exports and employment have been the 
incentive provi4ed by the government in the form of tax holidays, 
establishment cf EPZs and EOUs. Along with these, the structural 
reforms and the technological revolution were the main ingredients 
in increasing thp employment and exports of service sector. 
Services are the foremost source of employment and 
entrepreneurship. Service manifests the effect on the 
accomplishment of Millennium Development Goals (MDG). With the 
services getting the maximum lever in Indian economy, it is of 
paramount significance for India that the country gets involved 
fully in the ongoing GATS negotiations so as to fulfill the target of 
Millennium Devjelopment Goals as well as the growth in economy 
extrapolated by the Goldman Sachs study titled" Dreaming with 
BRICs: The path| to 2050". 
The unilateral liberalization of services gets a lot of boosts 
through the multilateral regime. The governments of the developing 
countries get opportunities to get market access in foreign 
countries. The I multilateral mechanism assists to lock in the 
unilateral reforms thereby limiting the possibility of back sliding by 
other governments in future. 
Under the GATS ongoing negotiations, the requests-and-offers 
approach should, be pushed by a formula or model approach in 
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Mode 1 and Mode 4.The formula or model approach model shall 
assist India in ifeducing her costs of negotiations. The multilaterally 
applied formula shall assist India in ensuring credit to unilateral 
openness. A single window clearance system, developing more 
transparent inspection, designing electronic systems, flexible 
labour market ijnore efficient legal system. 
While to be under the banner of liberalization of the GATS 
ambit, India should lay the institutional foundation for reforms, 
chalk-out appropriate strategy that shall augment better dividend, 
whilst lessening the adjustment costs. In case of those public 
services, that have the potentials to garner foreign exchange in case 
of liberalization, the ground for opening of service sector should be 
chalked out. 
Council oft trade in services should make full assessment of 
impact of opening of services on various sects of developing 
countries. It should be overseen that the countries avoid creating 
"race to the bottom" in their quest too attract investment. Council 
for Trade in services should make it certain that the developing 
countries are ahle to engaged in service negotiations. Support 
should be facilitated to developing countries in opting for the 
sectors and sub-sectors along with the suitable modes. The 
government should form a group encompassing the representation 
of the Ministry of Commerce, RBI and Central Statistical 
Organization to materialse a mechanism for collection of data 
pertaining to derailed break up of exports of India' services. India 
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should negotiate for automatic recognition of India's professional 
degree in all the developed countries. 
The government of India should carve out a promotional 
policy for fostering other business services. The government should 
create inventorying of professional. Incentive should be provided for 
improving the quality, improving critical high-end skills and 
increasing the 
Industries and 
local marketing network. Markets survey of 
marketing and advertising opportunities including 
mapping of global market should be made. The government should 
provide incentives to build up domestic learning organizations and 
create opportunities for global exposure business services should 
be provided state-of-the-art IT network facilities. The ministries 
should invite foreign companies for enhancing professional 
standard, tramipg, transfer of skills, technologies and exchange of 
information and| opening of joint offices in foreign land. 
Along with improving the professional courses, language 
skills have a lot of importance thereby training in foreign languages 
should be provided to the professionals, a code of ethics should be 
designed in onjler to ensure the credibly of professionals for 
enhancing the export of software services a state-of-the-art 
telecommunicatibn network with continuous technology up 
gradation shall facilitate in the trade in computer software and 
services. Arrangement should be made for continuous up gradation 
of technology by 
network. 
the firms and steps are needed to expand global 
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India has to make aggressive marketing in order to promote 
her tourism Industry, proper law and order is needed so those 
tourists do not 
invest in new 
feel any harassment in public places. India should 
areas like eco-tourism, adventurous tourism and 
related areas.Under the telecommunication services India has a lot 
of opportunity through exporting wide range of services. Under the 
GATS ambit, India has opportunity to secure market access. Cross 
border supply (Mode 1) and the movement of natural person are 
two cardinal modes through which the country can excel in trade in 
services. 
The government should create a single window clearance 
system for approval of new projects, design more transparent 
inspection environment and develop electronic system for 
complaining with regulatory procedures. The government should 
improve the entry and exit procedure, make more flexible labour 
laws. The government of India should institute a number of 
regulators for services like transport, which includes terminal and 
infrastructure in a way similar to the one established in 
telecommunication. The competitiveness of India's service sector 
hinges on creating a proper and enabling environment. This shall 
be possible through promoting voluntary retirement scheme in 
order to reduce excess labour, creating Asset management 
companies to encjl the non-performing assets. Along with all these a 
mechanism should be made to shift from costly quantities 
restrictions to more transparent fiscal interventions. India should 
institute regulatory bodies for services. It is sanguinely expected 
15 
that openness of India's government procurement producers is 
likely to enharjce clarity of supply of goods for government use. 
Before agreeing to negotiate on government procurement, the go 
home message for India is to examine the impact of agreement on 
employment anp income distribution. 
Time has come for government to bring out specific laws 
BPO-ITES workspace. BPO companies need to 
ta, security certificate like Data Protection Act and 
UK and HIPA from US. Complete informations 
governing the 
comply with da! 
Bs 7799 from 
security and data primary, hire and retain people with right 
domains skills and to ensure that skills are updated. BPO 
companies should provide their employees a better understanding 
of US and UK equalities, maximum, and real estate market, US, 
GAAP Rules ancj ITS tax laws. Indian ITES-BPO should also know 
its workforce iik language such as Spanish, German, French, 
Japanese, in order to unlock the appropriates available at 
Europeans and Asia Pacific markets. It is of paramount significance 
that Indian BPJO companies start complying with number of 
regulating requirements like Gvalon-leach-Blilcy Act, Electronic 
Privacy Act for US companies and Data protection Communications 
Act. 
On the domestic 
of proper regulatory 
transparency and 
should be fost 
sphere, there is a clarion call for institution 
mechanism, driven on the parameter of 
objectivity. International standards of service 
red. The government should facilitate more 
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information to service providers regarding latent opportunities lying 
in markets abroad. Under the WTO ambit, the country designs 
request on the basis of export baskets where as the offers are made 
taping the import composition in mind. There is need for India to 
bring out a road map relating to export potential services. India's 
service export mainly lies in EU, US and OECD countries along 
with Gulf countries. The need of the hour is to evidence the 
market's horizon and include African and Latin American countries 
too. The government should enter into number of agreements with 
the foreign countries in term of short span of contracts which shall 
facilitate the movement of natural person mainly inform of Doctors, 
Teachers, Hi-tech Professionals. This process shall stop the pace of 
brain drain, which is currently witnessed the country. 
India has been able to act as a flag bearer of developing 
countries at the various Ministerial Conferences including Hong-
Kong Ministerial Conference .Though at this conference nothing 
very fruitful in terms of services could be managed by the 
developing countries, but the formation of group G-33, G-110 was 
a silver lining indicating that the developing countries including 
India should form group having similar interest in services too. 
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Preface 
With the establishment of WTO at the global echelon of 
trade and investment, the hitherto sketchy patterns of 
Liberalization, Privatization and Globalization (LPG) have been 
escorted to concrete pathway. The WTO prides itself in being a 
democratic institution fostering one member - one vote and 
assists the opening of developing economies as per their 
development level. The emergence of the WTO as a well globally 
acknowledged god-sent institution is earmarked to act as mentor 
for trading mechanism in the developing economies. 
Among the entire business forte that can sanguinely help 
India to become global leader in trade and investment. The 
potential of services sector to substantiate India's effort on global 
economic landscape is second to none. Numbers of International 
studies have corroborated the potential of Indian service sector 
in terms of rising revenues, escalation in exports and huge 
employment generations. Thus, access to a growing external 
market for services and partial liberalization of domestic 
economy has significantly enhanced the role of Indian service 
sector. The World Bank study (2004) also attests that liberalized 
service sectors, such as, Information Technology and 
Telecommunication service have attracted significant FDI, 
fostered growth and brought more employment opportunities. 
India's signing of General Agreement on Trade in service 
(GATS) under WTO ambit has enhanced the internationalization 
of Indian service. Taking into account a span of a decade 
(1990's), the World Bank Study (2004) reveals that India's 
services exports grew at a Compounded Annual Growth Rate 
(CAGR) of 17.3 per cent with rank one. The GATS agreement 
guarantees against discrimination and addresses regulatory 
barriers in foreign markets. India gets opportunity to grab these 
facilities. The signing of GATS agreement by India is 
instrumental in making India achieve the target of 1 per cent 
share in global trade by 2007. With attributes like Disputes 
Settlement Body (DSB) and Facilitating Training Course (FTC), 
the WTO holds opportunities for India to carve its niche in 
service sector by leveraging its potential under WTO umbrella in 
the ongoing decade of the 21 s t century. 
Keeping this into perspective, the purported study occupies 
paramount significance. The utility of this study gets ever 
significant as it sifts through fleshing out those services and 
related modes that promise to leverage Indian economy, provided 
that GATS commitment is made. The findings and the 
conclusions of the study shall be food for thought for the Indian 
planners, researchers and the Government alike. 
Preview of Chapters 
The present thesis work is branched into nine chapters 
along with Annexures and Bibliography. The first chapter is an 
approach to study with comprehensive review of literatures and 
design of research methodology. The chapter has enclosed 
statement of problems, research gap, scope and objectives of the 
study. The chapter also presents the hypotheses and significance 
vii 
of the study. The second chapter contains a detailed discussion 
as regards formation and functions of GATT and WTO. This 
chapter also elucidates the emerging issues between the 
developed and the developing countries with special reference to 
India. Chapter third is designed to critically examine the 
concepts and framework of trade in services. The chapter four 
brings out the patterns and trends in services at global 
perspectives. This chapter covers the trends of exports; FDI and 
cross border Ms & As in services. Chapter fifth is an evaluation 
of GATS commitments and negotiations beyond the Uruguay 
Round. Chapter sixth is divided into two sections, i.e., Section A 
and Section B. Section A is a performance appraisal of India's 
exports services. Section B is measure of performance of India's 
domestic services. Chapter seventh is also alienated into two 
parts- Part A and Part B. Part A examines the performance of 
services in which, India is a signatory under WTO commitments. 
Statistical description of India's services sectors and analysis 
and interpretation of hypotheses have been presented in Part B 
of this chapter. Chapter eight pertains to issues, problems and 
prospects of India's service sector under the WTO regime. 
Chapter nine is devoted to the findings and on negotiating 
strategy of the study along with the direction for future 
researches. 
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Introductory Back Ground,Review of literature 
and Framewoik of the Study 
1. Introduction 
Economies, the world over designed their economic policies 
under the guiding torch of two ideologies i.e. capitalism and 
socialism. The configuration of world economy on these two 
philosophies per se paved way to polarization of outlook and 
orientation in respect of economic growth and development. The 
emergence of bi-polar world got nourishment on account of these 
very variances prevalent in these two driving philosophies. As 
ground of these ideologies got more cemented, the world 
recognized how forthrightly Marshall in Principle of Economics 
(1890) substituted the term economics by political economy. 
With passage of time, some very remarkable events got 
place in economic history. The financial revolution of 1970s was 
major development that led to removal of capital control in many 
economies, thereby paving way for global financial system. The 
emergence of Multinationals Corporations (MNCs) and Foreign 
Direct Investment (FDI) in world economy brought the term 
"Economic Globalism" to its pinnacle. The international debt 
problems of 80's that spread its tentacles in Latin America, 
African and East European countries induced them to comply to 
policies of Bretton-wood Institutions which was better labeled as 
Washington Consensus. Imbibing the prescriptions of 
Washington Consensus spawned to deregulation, privatization 
and decreased role of state. These events injected sinews to 
capitalist led developed economies. The tumbling of Soviet 
Union in 1990, brought socialism to its nadir. Thereby the 
developed economies became the flag-bearer of the world 
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economy. Ultimately socialist led developing economies shifted 
from the policies of import substitution to export - led growth 
strategies. Thus the developing economies ultimately 
acknowledged trie potential of international trading as panacea 
for prevailing ills at domestic echelon. The most detrimental 
issue that surfaced for the developing countries was carving 
their niche under the ambit of global trading system. With no 
grounding of nitty - gritty and intricacies of global trade led 
developing economies entail for a global mentor that can escort 
on landscape of International trade. The emergence of the WTO 
as a well globally acknowledged god-sent institution is 
earmarked to act as mentor for trading mechanism in developing 
economies. 
With the establishment of this juggernaut at the global 
echelon of trade and investment, the hitherto sketchy patterns of 
Liberalization, privatization and Globalization (LPG) have been 
escorted to concrete pathway. Trading and investment arenas 
have enhanced under the umbrella of WTO regime. The WTO 
prides itself in being a democratic institution fostering one 
member - one vote and assists the opening of developing 
economic as per their development level. 
In case of India, opening of economy is appended with a 
sad story owing to plethora of faulty policies in the form of red-
tapism, license raj, subsidies and rampant corruption. These 
policies ultimately left Indian economy with modicum of foreign 
exchange reserves and at this juncture India had no alternative 
but to comply with austere economic measures and policies of 
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Breton wood Institution's (IMF /World Bank). Thus India 
changed its track from socialist led economy and signaled green 
to the winds of market driven economy of globalization on July 
24, 1991 as a compulsion not as an alternative. By becoming a 
signatory to the agreements of WTO on 1st January 1995, it has 
been manifested that India has made some noticeable strides in 
many fronts of the economy.1 Under WTO regime, tariff and 
quota will become mute and countries have to change their 
strategies from being comparative to competitive. In respect of 
India, there is a clarion call to come up with a set of strategies to 
hone her forte in consonance with global benchmarks to fully 
exploit her economic sinews to the possible optimum level. 
Among the entire forte, that can sanguinely help India to 
become global leader in trade, the potential of services sector to 
substantiate India's effort on global economic landscape is 
second to none. Numbers of International studies have 
corroborated the potential of Indian service sector in term of 
rising revenues, escalation in exports and huge employment 
generations. Thus access to a growing external market for 
services and partial liberalization of domestic economy has 
significantly enhanced the role of Indian service sector. The 
World Bank study (2004) also attests that liberalized service 
sectors like Information technology and telecommunication 
service have attracted significant FDI, fostered growth and 
brought more employment opportunities. 
India's signing of General Agreement on Trade in service 
(GATS) under WTO ambit has enhanced the internationalization 
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of Indian service. Taking into account a span of a decade 
(1990's), the World Bank Study (2004) reveals that India's 
services export grew at a Compounded Annual Growth Rate 
(CAGR) of 17.3 per cent with rank one.2 The GATS agreement 
guarantees against discrimination and address regulatory 
barriers in foreign markets. India gets opportunity to grab these 
facilities. The signing of GATS agreement by India is 
instrumental in making India achieve the target of 1 per cent 
share in global trade by 2007. 
With attributes like Disputes Settlement Body and 
Facilitating Training Course (FTC), the WTO holds opportunities 
for India to carve its niche in service sector by leveraging its 
potential under WTO umbrella. 
2. Statement of the Problems 
With emergence of World Trade Organization as masthead 
of LPG bandwagon, this trade juggernaut entails countries to 
hone their attributes in consonance with its global norms in 
order to remain on global trade. As India is signatory to WTO 
agreements, she too has to preen her services sector landscape 
in fashion mirroring the WTO norms. But while imbibing GATS 
prescription, the Indian service sector faces galore complication 
in preening domestic economic plane. Some of the noteworthy 
and challenging problems are enumerated below. 
• The foremost lurking fear is that the opening of Indian 
services under GATS shall envelop public services in the 
form of health, transport and education. 
Introductory Back Ground,Rcvie\v of literature 
and Framework of the Study 
• Another problem is that with the opening of services sector, 
people employed in public sector will loose jobs securities. 
• Another problem relates to curtailment of subsidies in Indian 
public services on account of signing GATS commitment. 
• GATS commitments will lead to spates of Ms and As of 
domestic companies with foreign companies, thereby making 
the Indian company subordinate to foreign services providers. 
• Services where equity is foremost cardinal is feared to be 
sacrificed in the name of efficiency. 
3. Review of Literature 
a. Books 
Bagchi, J . 3 (2005) in his book titled, "Liberalization of 
Services A Global and Indian Perspective", highlights the 
relevance of services sector in an economy. The book makes an 
earnest attempt to focus on those services in which India has 
potential to deliver. Bansal, N.S. 4 (2004) in his book titled, "WTO 
After Cancun", brings out into light the attributes of World Trade 
Organization. It focuses on the crosscutting and new issues that 
are emerging at international trade under the ambit of WTO. 
Das, M.R. and T. K. Chakrabarty 5 (2004) in their book titled, 
"WTO: Opportunities and challenges for Indian Banking", arrests 
the readers attention toward Financial Services Agreement (FSA) 
under the WTO ambit. The book articulates well-planned policies 
that Indian banks should adopt in pursuit of advancing the pace 
of globalization of financial services. 
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John, K. 6 (2004) in his book entitled, "Who's Afraid of the 
WTO?", has made an attempt to dispel many of concerns that 
stems from the lack of proper understanding about the 
liberalization mechanism under WTO umbrella. Garg, H. 7 (2004) 
in her book captioned, "WTO and Regionalism in World Trade', 
presents the likely benefits that can be availed of by domestic 
producers and importers under the WTO ambit. The book also 
provides the achievements of WTO as a multilateral trading 
system. Debroy, B. and M. Saquib 8 (Eds.) (2004) in their edited 
book on "Future Negotiations Issues at WTO An India - China 
Perspective", is collection of papers from season experts on WTO-
related areas. The book envelopes issues like GATS 2000, SPS 
Agreement and Sino - Indian Trade relation. 
UNDP ^ (2003) in its publication on "Making Global Trade 
Work for People", emphasizes that multilateral trade should 
make all efforts for the betterment of human development. 
especially in developing countries. The multilateral regime 
should accommodate the developing countries with policy space 
and autonomy at domestic echelon. The book also advocates key 
reforms in the global governance of trade under WTO gamut. 
Mattoo, A. and A. Carzanigaio (Eds.) (2003) in their edited 
book "Moving People to Deliver Services", presents a 
compendium of conceptual and empirical research papers to 
further the pace of research in services. Srivastava, D. n(2003) in 
his book titled "Globalization, Privatization and WTO with 
Reference to India", prescribes a number of suggestions for India 
under the WTO ambit covering areas like services, intellectual 
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property. Martin, W. and P. Mari12, (Eds.) (2003) in their edited 
book titled "Options for Global Trade Reform A view from the 
Asia - Pacific", is collections of papers from seasoned 
personalities.A number of papers highlights those services 
sectors that can be liberalized in more appropriate way under 
the WTO ambit. 
Motsuhita, M., T. J. Schoenbaum, and P. C. Mavroidis13, in 
book captioned "The World Trade Organization Law, Practice and 
Policy", brings forward substantial topics relating to World Trade 
Organization. The book makes an attempt to threadbare the 
various interfaces of WTO in an attempt to a better apprehending 
of the institution. Mattoo, A and R. M. Stern*4 (Eds.) (2003) in 
their edited book tilted "India and the WTO", has brought out a 
compendium of papers. The papers discusses various issues like 
services, Foreign Direct Investment, Trade Barrier under the 
ambit of WTO. Data, M™. (2001) in his book titled "The 
Significance and Growth of the Territory Sector", brings out the 
causes of growth of services in India. A major focus is made on 
three sub-sector distributive trade, banking and public 
administration. 
Chanda, R. i* (2002) in her book titled "Globalization of 
services India's Opportunities and constraints", has lessen 
knowledge gap of Indian services under WTO landscape. The 
book furnishes an analytical framework for understanding 
India's services. It also brings out the problems at various 
service sectors in India. The author recommends well-crafted 
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strategies for the domestic echelon, as well as, at the multilateral 
level to leverage India's service sectors. 
Gandhi, J . P. and P. Ganesan*7 (Eds.) (2002) in their 
edited book "Services Sector in the Indian Economy", has 
brought out a collection of papers on India's services sector. 
Paper ranges from those revealing dynamics of India service 
sector to those demonstrating India's competence in service like 
IT enabled services, telecommunication services, tourism 
Industry. Rao, V.L. and J.Wengel18 (Eds.) (2001) in their edited 
book titled "Financial and consultancy services Issue in 
International trade", has brought out a collection of papers on 
service sector. Papers investigate the prospect of liberalizing 
trade in financial and consultancy service from the developing 
countries perspective. WTO secretariat^ (2001) in booklet titled 
"GATS - Fact and Fiction", makes an attempt to dispel the 
misunderstanding and scare stories regarding liberalization of 
services under the architecture of GATS. 
Sampson, Gary, P. 20 (Ed.) (2001) in edited book titled "The 
Role of the World Trade Organization in Global Governance", is 
compendium of papers. The papers gauge the role of World Trade 
Organization in a fast paced global economy. The papers delves 
through different lens to know ,as how WTO can bring a greater 
equity between developing and developed customer. 
Stern, R.M. 21 (Ed.)(2001) in his edited book titled "Services 
in the International Economy", is collection of Nineteen papers 
selected from world service congress held in Atlanta in 1999. 
Part 1 focuses on measurement and modeling of services. Part 2 
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delves on the contributions of services in developing economic 
and potential for service liberalization in India Egypt, Segnal. 
Part 3 studies the issues and options in services 2000 
negotiation, including the telecommunications policy reform, 
insurance service, media services. Claessens, S. and M.Jansen22 
(2000) in their edited book titled "The Internationalization of 
Financial Services Issues and Lessons for Developing Countries", 
has brought out a collection of fourteen papers that 
encapsulates different facets of globalization of financial services. 
Sauve, P and R.M. Stern23 (Eds.)(2000) in their edited book titled 
"GATS 2000: New Direction in Services Trade Liberalization", is 
collection of seventeen papers. The papers highlights the 
impediment to services, as well as the means to improve the 
architecture of GATS. WTO secretarial24 (Ed.) (2000) in booklet 
titled "Guide to the GATS An overview of issues for further 
liberalization of Trade in services", serves as guiding torch to the 
member countries in their pursuit of liberalizing the service 
sectors. 
Findley, C. and T.Warren25 (Eds.) (2000) in their book titled 
"Impediment to Trade in Service Measurement and Policy 
Implication", has brought revolution in the studies of services 
sector. The book reveals the designing of reform programmes as 
well as the shaping of international service negotiations in more 
appropriate and befitting way. 
Mukherjee, M26.(2000) in her book titled "World Trade 
Organization and India's Trade Policy in Services", is the 
foremost book depicting India's tradable services in the context 
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of General Agreement on Trade in Services (GATS). A detail 
analyzes of India's market position in business services, 
computer services, tourism service, transport services and 
telecommunication service is made out. Das, B.L.27, (1999) in his 
book titled "The World Trade Organization: A Guide to the 
Framework for International Trade", provide readers an topical 
book covering nearly all the agreements of WTO ambit. 
Mathur, B.L. 28 (Eds.) (1999) in his edited book named 
"Globalization of Financial Services",is collection of 12 papers 
that make a clarion call for appropriate upgradation of Indian 
financial system. The papers also make a number of strategies in 
enhancing the pace of globalising India's financial service. 
Chaudry, A29.(1998) in his book titled "GATT A Developing 
country perspective", has drawn up issues that are regarded as 
bone of contention between the developed and developing 
countries. The author makes holistic recommendations for 
leveling the playing field between the developed and developing 
economies. Masserlin, P. A and K.P. Sauvant30 (Eds.)(1998) in 
their edited book titled "The Uruguay Round Services in the 
World Economy", testify the relevance of service sectors in 
International Trade. Part one of book makes a look at economic 
tools and their relevance for examining trade in services under 
trade negotiations. Part two of book goes, inter alia, through the 
principal modes of delivery, impact on contemporary 
international millieu and the extent of regulation and protection. 
Part third of book looks into the countries that enjoy 
comparative advantage in service sector. Zarrilli, S and 
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C.Kinnon31 (Eds,)(1998) in their edited book titled "International 
trade in health services: a development perspective", have 
brought out a collection of papers addressing the major emerging 
issues relating tc> trade in health services. 
Srinivasan, T."N. ^ (1998) in his "book named "Developing 
Countries and trie Multilateral Trading System from the GATT to 
the Uruguay Round and the Future", has come out with a book 
for developing countries. The book sheds light on the events 
leading to formation of WTO. Issues that have created tug of war 
between developing and developed countries are given. The book 
closes with suggestions for the developing countries to foster 
reforms at domestic level of trade. 
McDonald, B. 33 (1998) in his book titled "The World 
Trading System: The Uruguay Round and Beyond", provides an 
account of outcome of Uruguay Round trade negotiations. The 
book makes an assessment of global trading system as well as 
flesh out with the major issues that WTO will have to deal with, 
in years to come. 
Mukherjee, N. 34 (1995) in her book titled "GATT Uruguay 
Ylound, Y>eve\opiTi'g OoTtrATres axitl Ticttit; ITI "strrvit-t^s", tr\?ci1ract\t;'& 
the GATT Uruguay Round and General Agreement on Trade in 
Services (GATS) from the developing countries perspectives. A 
major focus is made on GATS. A detail deliberations on the 
factors that constrains the comparative advantage of developing 
countries is made. Chowdhry, N.K. and J.C. Aggrawal35 (1994) in 
their book titled "Dunkel Proposal The Final Act-1994 
Signifinance for India and The World Trade", has brought into 
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light the areas that entails to sift through, after the signing of the 
new GATT agreements. The book makes a holistic attempt to 
capture all the GATT agreements. 
b. Special Studies 
World Bank (2004) 36 i n special study titled "Sustaining 
India' Services Revolution ", states that access to external 
markets and domestic reforms were cardinal in enhancing the 
growth rate of Indian service sector. The study suggests that the 
pace of Indian service sector can be accelerated if the country 
values the ongoing negotiations on service under WTO ambit. 
Consumer Unit Trust (CUTS) 37 (2003) in special study titled 
"Competitiveness of service sectors in South Asia: Role and 
Implications of GATS", unfolds the importance of services to 
world GDPs. The study reveals that the South Asia can be 
transformed into palatable hub in health sector, provided that 
South Asian economies exploit the ongoing GATS negotiations in 
proper and appropriate way. 
IMF (2001) 38 in staff paper titled "Global Trade 
liberalization and the Developing countries', brings out a vivid 
account of rapid growth of world economy. The paper states that 
the current zoom in trade is on account of both technological 
developments and concerted efforts to reduce trade barriers. 
(OECD) 39 (2001) in special study titled "The Development 
Dimensions of Trade", demonstrates an in-depth analysis of 
development dimension of trade, with focus on integration of 
non-OECD countries into global economy. The study also 
reveals the boons of multilateral trading system. Fink, C , A. 
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Mattoo and R.Rathindran4o (2000), in special study on titled 
"Liberalizing Basic Telecommunications: The Asian Experience", 
investigates the liberalization of basic telecommunication sector 
in Asian countries and resolves as how multilateral negotiation 
can foster it. 
Sauve, P. and J.Gillespie41 (2000) in special study titled 
"Financial Services and the GATs (2000) Round", arrests 
attention toward the macr 0 economic context. The study afso 
states that the global financial market promises for increase in 
efficiency and better international allocation of capital. 
Blouin, C. 42 (2000) i n special study titled "The WTO 
Agreement on Basic Telecommunications: A Reevaluation", 
argues the pros and cons of the World Trade Organization (WTO) 
Agreement on Basic Telecommunications. The study also raises 
the main shortcoming of the Agreement. Mattoo, A and M. 
Olarreaga43 (2000) in their special study titled "Reciprocity 
Across Modes of supply i n the World Trade Organization: A 
Negotiating Formula", imparts that further liberalization of trade 
in service under the ambit of world trade organization is 
conditional on reciprocity. With the application of 
Heckscherohlin-Vanek framework, the authors propose a 
negotiating formula that generalizes the fundamental WTO 
principle of reciprocity to include alternative mode of delivery. 
Berkey, J . and E Tinawi44 (1999) in their publication on "E-
Service and WTO: The Adequacy of the GATS classification 
Framework", communicate^ the prevailing ambiguity regarding 
the classification of E-Service. Mattoo, A. 45 (1999) in an article 
14 
Introductory Back Ground,Review of literature 
and Framework of the Study 
on "Financial Services and the World Trade Organization: 
Liberalization Commitments of the Developing and Transition 
Economies", states that financial services negotiations through 
WTO have assisted developing and transition economies in 
building more stable and transparent policy regime. Stephenson, 
S. 46 (1999) in his focused study on "Approaches to Liberalizing 
Services", states that it was through the completion of Uruguay 
Round that an awakening in developing countries in regard to 
liberalizing services have been witnessed. The paper deliberates 
that it would be easier to liberalize services among those 
countries that are at similar stages of development. 
Kono. M.and L. Schuknecht47 (1998) in special study titled" 
Financial Services Trade, Capital Flows and Financial Stability", 
fosters financial service liberalization, which shall per se 
facilitates the presence of foreign financial institution. The study 
gets weight owning to the empirical analysis of GATS 
commitments in 27 emerging markets being made. Kono, M., P. 
Low, M. Luanga, A. Matto, A. Oshikawa, and L. Schuknecht48, 
(1997) in "Opening Markets in Financial Services and the Role of 
the GATS", is one of most leading study in recent time, providing 
light on, the role of WTO in promotion of financial services. The 
paper focuses on rights, obligations of member countries under 
GATS. The study also shows the mechanism of GATS as a 
vehicle for enlarging progressive liberalization on a non-
discriminatory basis. 
Fredebeul, K. and A. Freytag49 (1997) particular study 
related to "Telecommunication and WTO Discipline, An 
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Assessment of the WTO Agreement on Telecommunication 
Service", examines the outcome of WTO agreement on basic 
telecommunications service. Ripoll, J5 0 (1996) in his special 
study titled "Domestic Insurance Markets in Developing 
Countries: Is There Any Life After GATS?", brings out the caveat 
that the opening of insurance markets to foreign market will 
further lead to the dominance of well established global 
insurance corporations on domestic companies. 
c. Working/Discussion/Occasional Papers 
Chanda R. (2005), has very forcefully convinced the 
readers regarding the positive role of financial services in 
globalising economy. The author makes readers abreast of 
commitment made by India under financial services of WTO 
umbrella. Finally, a numbers of strategies are chalked out for 
reaping the opportunities that emerges from financial services 
under the WTO gamut.51 Kuthuria, R. (2004), brings into light 
the phenomenal growth of Indian telecom sector since 1991. The 
paper favors the active participation of India under the ongoing 
negotiation of GATS 2000. 52 Banga, R. and B. Goldar53, (2004) 
has brought out an outstanding study of role of services in 
production in India by assistance of KLEMS (capital, labor, 
energy, material and services) production function. 
Mukherjee, A. and R. Sachdeva54 (2004) has spotlighted 
crucial role of railways in fostering trade. Under the context of 
ongoing GATS 2000 negotiations, the paper examines the 
development both at global level and in India 
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Sawhney, A. and, R.Chanda56 (2003), in their working 
paper titled "Trade in Environment Services: Opportunities and 
Constraints", studies* the structure of environmental service 
sector. The paper by carrying out SWOT analysis, explores the 
consequences of liberalizing environment services in India.55 
Mukherjee, A., makes analysis of Pros and cons of opening up 
the retail sector to foreign direct investment. The paper also 
gauges India's prospect for expanding trade in distribution 
services under the GATS framework. 
McGuire, G. 58 (2002) brings to light the importance of 
service sector in developing economies. The paper pinpoints the 
barriers built up by developed economies on their temporary 
movement of labour.57 Mattoo, A. (2001), explores out the 
structure of GATS. The author prescribes a numbers of 
recommendations to refashion GATS with aim of making it more 
effective tool of liberalization. 
Mukherjee, A. 59 (2001), demonstrates the potent of 
construction and consultancy services. The paper further 
examines India's capacity for furthering the pace of trade under 
the stated service with the GATS matrix. Mukherjee, A. 60 (2001) 
reveals the relevance of maritime transport service in world trade 
and advocates that India should vigorously engage in GATS 2000 
negotiations. A number of recommendations are made to 
stim.ula.te India's snare ^ maritime t ransner t under GATS,. 
Chanda, R. 61 (2001) furnishes a synoptic view of trend of 
international trade in health services. Further, the paper 
examines the degree of liberalization that has occurred in health 
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services under the WTO ambit. Lastly, emerging arenas of health 
services along with strategies to enhance the pace of gains from 
such trade is made. 
Mashayekhi, M.62 (2000) demonstrates the utility of 
services for developing countries. The paper also discusses the 
main provisions of GATS along with its coverage and structure 
Chandha, R., D.K. Brown, A. Deardorff and R.M. Steam^, (2000) 
provides insight as how the Indian economy has refashioned 
under the GATT-WTO framework. The study also makes futurist 
study of economic effect of Uruguay Round (UR) liberalization on 
India. Frachois, J . and I.Woolon64 (2000) analyzes explicitly the 
interaction between the different modes of market access 
commitments in services market structure and regulation. 
Anklesaria Aiyar, S. S. 65 (1999) demonstrates as how the Indian 
services can carve her niche at global level. The paper makes 
calls to India, to improve her education, infrastructure, 
agriculture and governance areas. Chanda, R. (1999) suggests 
numbers of steps for India so as to enhance her capacity in 
exports of services e.g., Software, Health, Financial services.66 
Gupta, I., B. Golder, and A. Mitra, 67 (1998) deliberates the 
avenues and prospects of trade in health services in India under 
the gamut of General Agreement on Trade in Services (GATS). 
Sora, P. 68 (1997) explores the relation between Multilateral and 
unilateral financial liberalization. 
Hoekman, B. 69 (1995) has manifested that GATS is guide 
torch in fostering multilateral disciplines. Suggestions are made 
to strengthen the agreement on service. 
18 
Introductory Back Ground,Review of literature 
and Framework of the Study 
d. Periodicals and Journals 
Sahani, R. and S. Kale70 (2004) talks about the broad order 
of GATS and makes endeavor to know implication for India 
under GATS. Bhushan, S. 71 (2004) brings out pros and cons of 
higher education in India under WTO landscape. Technical 
aspects of limitation for the market access and national 
treatment are very vividly explored. Chanda, R. 72 (2003) makes 
an attempt to ward off the unjustified fears that shall crop up 
from the signing on the GATS under the WTO ambit. The paper 
also reveals as how the developing countries can keep control 
over the social -policy making, while making commitment under 
GATS in tandem. Joseph, M. and R. R. Nitsure, 73 (2002) states 
that the escalation of integration of economies under flagship of 
WTO has created galore opportunities for India. The authors lay 
down recommendations for Indian banking sector, so as to 
garner lion share for herself in current round of GATS 
negotiations. Panitchpakdi, S., 74 (2001) provides a details insight 
of the cardinal issues under the WTO ambit and world trade in 
general, as well as calls for coordination and coherence in the 
pathway of international economic relations. 
Abbot, K.W. 75 (2001) reveals that WTO should act as 
watchdog to control bribery and corruption in international 
business. Bronckers, M.C.E.J. 76, (2001) advocates that WTO has 
the potent to become custodian of global governance. A numbers 
of sea-changes are entailed under the WTO mechanisms which 
will then fetch respect from all the nations. 
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Fernandez Martos Montero, A. 77 (2000) catches the gist of 
GATS 2000 Round. The paper states that the GATS enfolds a 
wide range of tools entailed for promoting effective liberalization 
of service trading. Springer, U. 78 (2000) states that the General 
Agreement on Trade in Service (GATS) has promoted the WTO 
members to liberalize service sector. Thus it is sanguinely hoped 
that the WTO negotiation rounds will enhance the pace of 
environmental services too, in time to come. Fernandez Martos 
Montero, A. 79(2000) states that the GATS enfolds a wide range of 
tools indispensable for promoting effective liberalization of 
services. Zdouc, W. 80 (1999) argues as how the GATS adopts the 
different steps of the WTO dispute settlement procedures. The 
paper also draws attention toward those legal issues and 
problems that are likely to emerge in future course under the 
GATS ambit. Raipuria, Kalyan M. 81 (1999) discusses the 
relevance of services sector and urges to frame out proper set of 
strategies to make India's service sector more competent and 
efficient. Key, S.J. 82 (1999) furnishes issues involved in 
international efforts to liberalize services along with ensuring 
adequate regulation and supervision of financial firms. 
El Toukhy, M.M. 83 (1999) delves to the consequences of 
globalization of trade and finance on developing countries, with a 
focus on sub-saharah Africa. The paper also explores the impact 
of Uruguay Round Agreement on the developing countries. 
Tuthill, L84 (1997) states that the liberalization committed on 
basic telecommunication under the WTO ambit shall enhance 
the pace of sector's transformation. 
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Bachi, J. (2005), Gandhi, J. P. and P. Ganesan (2002) 
Chanda, R. (2002), Mukherjee, M. (2000) have performed a 
commendable job in abridging a vital knowledge deficit in the 
landscape of literature on trade in services; a sector bearing 
paramount significance for Indian economy. The scholars seem 
to have contributed significantly on an analytical matrix for 
contemplating India's trade in services. The works bring out the 
multi-faceted modus operandi through which India can maximize 
its strength in trade in services and simultaneously out-
distances its shortcomings in order to garner benefits from on-
going GATS negotiations. The readers of the purported treatise 
will certainly be illuminated by the well-craft out strategies that 
need to be endorsed by India at all echelons of service sector. 
Inspite of the fact, that these works are treasure to the 
current literature on the sphere of GATS and India, these studies 
have nevertheless over looked to delve and examine into the 
state of play in service sector at the domestic rung of Indian 
economy. These studies neglect to incorporate as how the 
government machineries shall be able to design their micro-
polices pertaining to service sector in light of GATS 
commitments. The studies also miss out to encompass cogent 
pep-talk to ward-off the faulty apprehensions that subscribing to 
GATS commitments shall lead to waning of jobs in public service 
sector in India. 
Das, M.R. and T.K. Chakrabarty (2004) and Mathur, B. 
L. (1999) have provided significant input to the contemporary 
existing of literatures in the sphere of India and trade in services. 
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The authors have very meticulously incorporated the agreement 
on trade in services in tandem with specific attention on the 
Financial Service Agreement (FSA). The works have thread bare 
examined the internationalization of financial service in India 
and its multifaceted aspects. The works make one aware of the 
reality that India can only delay the internationalizing of the 
service but cannot escape. Financial service providers and the 
regulators need to have close cooperation, which per se shall 
translate the best results. The works fail to communicate the 
impact of foreign financial service providers on the Indian turf. 
The studies however appears to have skipped to make readers 
aware of the impact of foreign service providers on Indian 
counterparts. 
Martin, W. and M. Pangestu, (eds.) (2003), Stren, R. M. 
(ed.) (2001), Sauve P. and R. M. Stren (2000) and WTO 
Secretarial (2000) have put forward thought provoking piece of 
work on international trade in services. These works are some of 
the widely - referred in the areas of international trade in 
services. In fact, these works have broken new grounds in the 
literature of trade in services. These works have very finely 
meshed in, the multi-facets of trade in services with the WTO 
matrix covering all the areas of trade in services along with focus 
on the developing countries. Through these works, it can be 
firmly deduced that services are the best bet for the developing 
countries to make their presence felt at the global echelon of 
trade and investment. These works have documented all the 
areas of GATS. The authors have recommended plethora of steps 
for developing countries in their quest to foster trade in services. 
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These studies could have enriched more, provided that these 
works could incorporate the discourse on mode of GATS in more 
befitting way from the developing countries point of view. 
Rao, V. L. and J. Wengel (eds.) (2001) Claessen's and M. 
Jansen (2000) concentrate on the theoretical facets, cross-
country pattern along with specific country participation in the 
context of globalization of service sector. The authors have very 
cogently brought out the fact, that globalization of services augur 
tremendous amount of benefits to the countries. The authors 
speak that internalization of services shall add sinews to the 
financial system. Amelioration of quality, efficiency and 
broadening of financial services along with stable source of funds 
are some main positive aspects of internalization of services. The 
works have further discussed the trade-off of internationalization 
of services. While the caption of these work relates to developing 
countries, but while reviewing these studies, it is revealed that 
the authors have paid no attention to deliberate on subsidies in 
services; an area which have given birth to stalemate between 
the developed and the developing countries. 
Zarrilli, S. and C. Kinnon (eds.) (1998) are the first one to 
bring out a collection of papers addressing the major emerging 
issues relating to trade in health services. The work brings forth 
the difficulties and prospects of developing countries in the 
international trade in health services. The work also discusses 
the prospect of infusing information technology (IT) in health. Of 
late, it is christened as Tele-Health. The work formulates a 
number of strategies for enhancing the domestic capacity at the 
turf of developing countries. 
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Sampson, G.P. (2001), M. Matsushita and et al (1999) 
and Das, B.L., (1999) substantiate the potent attributes of the 
multilateral trading system. The studies recommend that in 
order to sustain the credibility of WTO; social, developmental 
and environmental concerns are entailed to be properly 
addressed. The studies further reveal that each member's 
country of WTO has equal voting power, so that no state or 
group of states can dominate. The studies suggest that WTO 
member governments must find ways to guarantee that the 
world trade and investment do not invite violation of health and 
environmental standards. These studies paid no attention to 
discuss any concrete way out to remove the dead lock between 
the developed and developing countries. 
Garg, H. (2004) presents the likely benefits that can be 
availed of by domestic producers and importers under the WTO 
ambit. The author threat bare examines the impact of the 
constitution of WTO and the various regional trading blocks on 
the pattern and development of international trade. The book 
states that WTO is anticipated to oversee its trade agreements, 
facilitate an ambience for trade negotiations, handle the trade 
disputes, provide technical assistance and trading to developing 
countries and cooperate with other international organizations. 
The study would have got better, had it covered the portion of 
trade in service more substantially. 
Bansal, N. S. (2004) brings out into light the attributes of 
World Trade Organization (WTO). The book focuses on the cross-
cutting and new issues which are namely, regional economic 
grouping, environment, competition policy, government 
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procurement, and labor right, which are rapidly emerging at the 
international trade under the WTO's gamut. The author educates 
the readers that through the WTO, the developing countries can 
lower the trade barriers. The work also discusses as how the new 
negotiations can address the vital challenges facing the 
multilateral trading system. The main lacune of the work is that 
the work is copied in toto from WTO web site. The author has not 
taken any pain to even change the head and tails of the 
materials. Going through this book, it can be cogently perceived 
that publishing a book is child's play in India. 
Matoo, A. and Carzaniga (eds.) (2003) and Masserlin, P. 
A. and K.P. Sauvant (eds.) (1998) exhibit the issue of 
movement of natural movements (mode 4) which is considered to 
be of paramount significance for the developing countries. The 
studies make aware that developing countries were disappointed 
by the dearth of commitments in their area of comparative 
advantage. The studies proclaim that reduced barriers to the 
temporary movement of service providers will produce 
substantial global benefits. These studies aimed at enhancing 
the understanding of the implication of mode 4 liberalization on 
the developing countries. Though the studies cover the 
conceptual and empirical research papers, but have neglected to 
cover the matter relating curtailment of subsidies in service 
sector. 
Chaudary, A. (1998) and Mukherjee, N. (1995) have 
bought forth issues that are regarded as bone of contentions 
between the developed and developing countries. The works also 
evaluate the General Agreement on Trade in services (GATS) 
2a ~V 
from the developing countries' perspective. While making 
detailed deliberations on the factors limiting the comparative 
advantage df developing countries, the authors recommend a 
numbers of holistic steps for creating parity in the playing field 
between the developed and developing economies. 
John, K. (2004) and WTO secretarial (2001) are clever 
and cogent enough in replying to the umpteen number of 
misleading demonstrations brought up against the WTO. The 
work has put forward very convincing justification for the WTO's 
survival. The authors have subsumed the complaints and 
disapproval against the WTO and thereby have tried to clear up 
the mess created against WTO. The works endorse that the key 
for development of developing countries rest in actively 
participating in WTO system. The studies proclaim that through 
a matrix of rules and regulations, the developing countries shall 
be able to leverage their position in global trade. The studies 
could have got more enriched provided that some 
documentations on data would have been done to corroborate 
the potent of WTO more forcefully. 
Chaudhary, N. K and J.C. Aggarwal (1994), are 
acknowledged among the pioneer authors who had brought this 
work instantly after India ratified the WTO agreements, which is 
better labeled as Dunkel proposals among Indian populace. The 
book provides the multifaceted attributes of WTO and its 
agreements. The authors explicitly discuss the taxonomy of 
GATS. Keeping in view, that the work is counted among the 
earlier publications, the work could include some statistics on 
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trade in service to manifest the potent of India in trade in 
services. 
Findley, C. and T. Warven (eds.) (2001) have brought 
revolution in the studies of services sector. The book brings out 
the blue print of reform programmes as well as forming the 
international service negotiations in much appropriate modes. 
The work makes acquainted with the barriers to trade in 
services. This study makes an endeavor to assess and measure 
the economic impact of policies affecting trade in services. In fact 
the book could have more significance, provided that the study 
would have covered on the developing countries' problems 
relating to trade in services. 
Debroy, B and M. Saquib (eds.) (2004), Mattoo, A and R. 
M. Stern (eds.) (2003) have put forward collections of papers 
from seasonal pundits on the area of WTO and India. The works 
centre on the vital issues of the Doha Development Agenda. The 
works have very compactly deliberated on the economic impact 
of the Uruguay Round negotiations on India and the other 
developing countries. The work thread-bare examines, inter alia, 
the service trade liberalization. The works further make analysis 
of India's participation in the Doha Development Agenda (DDA) 
negotiations and bring forth the areas needing changes in the 
domestic and external policies.Inspite of the fact that these 
authors have produced splendid work; they omitted to throw 
light on the subsidies in services; which entailed to be debated. 
Datta, M. (2001) primely focuses on the analysis of the 
growth of major activities of the tertiary sector. This reveals that 
services activities represent a dynamic, technologically vibrant 
and important sector of a modern economy. The study indicates 
that the rapid growth of services in on account of faster growth 
of the manufacturing sector relatively to GDP. Secondly with 
increasing sophistication of service activities, some task which 
normally used to be taken up within the manufacturing firms 
themselves is increasing being contracted off to specialized 
service firms. Thirdly, income elasticity of demand for certain 
services is very high. The total focus of the book rests on the 
domestic performance of services, thereby ignoring entirely the 
export aspects of India's trade in services. 
Srinivasan, T. B. (1998) and McDonald, B. (1998) bring out 
the result of the Uruguay Round trade negotiations, which led to 
the establishment of the World Trade Organization (WTO). The 
studies bring forth the arenas that have created stalemate 
between the developing and developed countries. The studies 
disseminate that trade and the environment, foreign direct 
investment, trade and labor standards and international rules 
are some of the vital area that WTO will have to deal in coming 
years. These studies could get better, provided that these studies 
could provide better illustrations to substantiate their arguments 
for WTO. 
World Bank (2004) is one of the sensational studies relating to 
trade in service in India under the GATS regime. The study 
reveals that India's exports of services have experienced one of 
the fastest growth rates in the global trade in services. The study 
recommends that unilateral reform in service sector can assist 
India in creating a suitable position in the multilateral regime of 
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General Agreement of Trade in Service (GATS). Further, the 
study advocates that India should adopt bold and innovative 
approach to garner access to foreign markets. It is deduced 
through this publication, that India's developmental aspirations 
hinge substantially on its efforts to enhance the rapid growth of 
trade in services in India. Though the study throws light on the 
universal services goals, but has not made endeavor to chalk out 
ways as how liberalization through GATS shall not affect 
development objectives under the banner of efficiency. 
Consumer Unit Trust (CUTS) (2003) unfolds the 
significance of service sector to world GDP. The publication, 
through the reliance of statistics, document that the 
contribution of services to world GDP is second to none. The 
study makes an endeavor to gauge the Revealed Comparative 
Advantage (RCA) of a nation in export of commercial services. 
RCA of a nation in the export of commercial services manifests 
her comparative edge in services. The study shows that India 
enjoys highest RCA of commercial services in world. The 
escalation of India's trade in service has been due to 
privatization and opening up to FDI in India's economic arena. 
The study also reveals that the South Asia can be transformed 
into palatable hub in health sector, provided that South Asian 
economies exploit the ongoing GATS negotiations in proper and 
appropriate way. One of the short-coming is an account that the 
work gave no room for deliberations on modes of GATS. 
IMF (2001) and OECD (2001) explain the role of international 
trade in assisting the developing countries to get rid of extreme 
poverty. These publications show that the multilateral trading 
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system has delivered successive rounds of trade liberalization 
and has established mechanisms to protect the interest of 
trading nations. These studies certify that growth has been 
experienced by those developing countries which have 
acknowledged the value of openness and constituted a domestic 
policy system. These studies are able to clear a lot of doubt 
relating to international trade. 
Sauve, P. and J. Gillespie (2000), Matoo, A. (1999), 
Kono, M. and L. Schuknecht (1998) and Kono. M. and et al 
(1997) are the staple studies illuminating on the significance of 
World Trade Organization (WTO) in the promoting trade in 
financial services. These studies get weight on account of the 
pragmatic analysis of the GATS agreements. These studies 
corroborate that the ambience of GATS promotes liberalization of 
financial services sans discrimination. The international trade in 
financial services augurs well for enhancing the service ability 
and more appropriate distribution of capital. These studies 
conclude that the bargaining in the international service through 
the General Agreement of Trade in Service (GATS) have 
facilitated the developing and least developing countries in 
creating a better long-lasting and open trading regime . Inspite of 
the fact that these studies are highly commendable, they left out 
to talk about as how the developing countries shall able to retain 
their autonomy in policy making in service sector under the 
GATS regime. 
Matoo, A and M. Olareaga (2000) and Berkey, J. and E. 
Tinawi (1999) communicate that if the negotiations in trade in 
service at the World Trade Organization are to be advanced 
beyond the level undertaken unilaterally, reciprocity must play a 
central role in negotiations. The central theme of the book states 
that participants have failed to exploit the scope of the services 
agreement (GATS) for the exchange of market access 
'concessions' across different modes of supply-cross-border 
delivery. The studies inform that the GATS rules of classifying 
services are inadequate to deal with, on account of rapid 
expansion of the delivery of services electronically. These studies 
are a must-read for those interested to know about the GATS 
classifications and how e-services got accommodated under the 
GATS's gamut. These studies failed to throw light on the further 
expansion and development of e-services and as how GATS shall 
include in future. 
Finik, C. A. Mattoo and R. Rathindran (2000), Blouin, C 
(2000) and Fredebeul, K, and A Fregtag (1997) educate about 
the outcome of the WTO agreement on basic telecommunications 
services. These studies discuss the benefits and the weakness of 
the World Trade Organizations (WTO) Agreement on Basic 
Telecommunications. The Agreement is intended at opening up 
the national telecommunications services markets to foreign 
competitors as well as setting rules to ensure fair competition. 
The cardinal shortcoming of these studies is that they have not 
put forth substantial evidence as how the competitive market 
access shall become a reality in days to come. 
Stephenson, S. (1999) has very forthrightly stated that the 
countries in integration must enquire the approach to 
liberalizing services, which can per se fetch maximum 
transparency and the greatest degree of non-discrimination for 
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service suppliers. Further, the study reveals it was through the 
completion of Uruguay Round that awakening in developing 
countries in regard to liberalizing services have been witnessed. 
It further deliberates that it would be easier to liberalize service 
sector among those countries that are at similar stages of 
development. The publication ignores to satisfy the readers as 
how the domestic government shall able to manage their policy 
in service sector independently under the multilateral regime. 
Ripoll, J. (1996) communicates about the dominance of 
the well-established insurance corporations. The study put 
forward that the insurance corporation's competitiveness get 
raised on account of locational situation, along with special 
factors. The publication projects that local company of the 
developing countries shall be vulnerable owning to arrival of 
foreign insurance corporations. The study could be improved 
more, provided it could corroborate these facts more 
substantially with the help of statistics. 
Chanda R. (2005) has very forcefully convinced the 
readers regarding the positive role of financial services in 
globalizing Indian economy. The author makes readers abreast 
of the commitments made by India under the financial services 
of WTO umbrella. The paper also focuses exhaustively the nature 
of India's financial sector, its strength and weakness in tandem 
with its trade and investment avenues. The author brings forth 
India's negotiating strategy and endorses for maximizing India's 
offer in financial services. The study would have got better and 
more enriched, if the author could bring out the impact of 
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opening up of mode 3 in financial services on the employment 
and revenue earning in the post WTO regime. 
Mukherjee A and C. Sachdeva (2004) gather evidence to 
show the significant role of railway in promoting trade and 
commerce and simultaneously uniting populace across the 
India. The study documents the current trends and development 
in the railway sector, both at the international and domestic 
plane. While sifting through the study, it is manifested that the 
ambit of multilateral liberalization in the sphere of rail transport 
services is of remote nature. Notwithstanding, the study states 
that many countries have made unilateral reforms in the railway 
sector, but these very countries are still disinclined to opt for 
multilateral liberalization in railway sector due to non -clarity of 
the agreements. The study skips to bring out as how the honing 
of mode 4 can be made; an area promising to earn substantial 
foreign reserves for Indian economy. 
Kuthuria, R. (2004) appraises the state of India's telecom 
industry in the context of reference to the global telecom 
industry. The paper holds forths that the current zoom in the 
market revenues is on account of escalation in use of 
telecommunications as cardinal ingredient in the modern 
business milieu. The scholar has very meticulously made an 
effort to incorporate all the telecom reforms in India since 1991. 
The paper also includes the multilateral liberalization of telecom 
industry with a focus on India. The paper has also brought out 
the areas where India can broaden its commitments. Keeping 
into mind, that inviting global telecom players at Indian turf can 
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be threat to country's security, the study neglect to cover this 
vital area, this per se entails to be given earnest attention 
Banga R and B. Goldar (2004), has made a novel study on the 
role of services in production in India. The study has made an 
empirical assessment of the growing importance of services input 
in the manufacturing sector. The study reveals that the services 
inputs contributed little to production of the registered 
manufacturing sector during the eighties; the contribution of 
services has increased radically during the nineties. Through 
analysis, it is known that trade reforms have fostered in 
increasing the use of services in the manufacturing sector. The 
study endeavor to fill a vital gap in literature. As the study rests 
heavily on the statistical tools, it tends to side track the interest 
of novice scholars. 
Sawhney, A and R. Chanda (2003) inspect the nature and 
the structure of the environmental service sector, both from the 
global and India's point of view. The study examines the impact 
of liberalizing environmental services in India. The study 
prescribes negotiating strategy for India in environmental 
services in the GATS negotiations. Highlighting the deficiencies 
in Indian environmental infrastructure service, the study 
advocates considerable changes in these services. The study 
proposes a selective commitment approach in terms of the sub-
sectors along with limitations and exclusions. Since there is 
limited experience with private participation in the 
environmental service sector in India, the study misses out to 
elucidate as how equity in form of development objectives, shall 
not be sacrificed under the banner of efficiency. 
Muguire, G. (2002) and M. Mashayekhi (2000) bring to light 
the importance of service sector in developing economies. The 
studies state that service sector is the largest contributor to the 
gross domestic product, production and employment. The 
developing economies need to adopt holistic approach in 
identifying their comparative advantage in service and thereby 
broaden up their export markets. Through the studies, it is 
deduced that developing economies have abundance of low and 
semi-skilled labor which can be accommodated into tourism, 
construction and transport services. New and better vistas of 
export opportunities have emerged in communications and 
computer services. The studies highlight the impediments on the 
service suppliers that are blocking developing economies from 
materializing these benefits. While focusing on strategies for 
developing economies in trade in services, these studies omit to 
study the effect relating to waning of subsidies in public services 
on account of subscribing the GATS commitments. 
Mukherjee, A. (2001) makes known the under-pinning of 
distribution sector toward India's GDP and employment. The 
study furnishes a thorough and detailed evaluation of the trade-
off in inviting FDI in retail sector. The work endorses that the 
foreign investment shall escalate the expansion of modern stores 
and brings in more opportunities for enhancement of trade in 
distribution services. Thus, the author advocates that India 
should actively participate in GATS negotiations relating to 
distribution services. While contemplating on the study, it is 
deduced that the author has hastily advocated for FDI in retail 
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sector without suggesting any mechanism which can keep in 
check the activities of foreign companies arriving at Indian turf. 
Mukherjee, A. (2001) articulates the prowess of 
construction and consultancy services in enhancing the growth, 
the employment creation and the transfer of technology in Indian 
economy. The study highlights the comparative edge that India 
holds in supply of low-cost manpower. The paper deliberates 
India's capability for enhancing trade in construction, 
architectural and engineering services. The study also urges that 
India should vigorously partake in the GATS negotiations, like 
other papers, this paper too, ignores to make readers acquaint 
as how the indigenous companies shall be able to maintain their 
staying -power in presence of foreign companies at Indian turf. 
Chanda, R. (1999) unveils the plethora of non-tariff 
barriers to the temporary movement of the service providers 
(mode 4) to the overseas land. The study states that GATS 
framework has been modest in fostering the liberalization of 
trade in services through the movement of natural persons. The 
paper advocates some modifications in the GATS matrix, so as to 
facilitate their implementation. The study suggests a numbers of 
steps for India so as to enhance its capacity in export of services 
through movement of natural persons (mode 4) in the areas of 
software, health and financial services. The major lacune of 
study is that it fails to clear up the perplexity as how with the 
opening of services sector, the people employed in public sector 
shall not experience wonting in jobs securities. 
Matoo, A. (2001) Franchios, J and I.Woolon(2000) and 
Hoekman, B. (1995) disclose that the General Agreement on 
Trade in Services (GATS) is acknowledged as a milestone in the 
designing of multilateral regime. The authors thread bare 
examine whether the different modes of GATS is able to foster 
liberalization in services. The studies are not very optimistic 
about the scope of the GATS mechanisms. The authors 
recommend that pro-competitive principles and reciprocity are 
the central pre-requisite to strengthen the GATS and assist in 
more liberalization in the near future. 
Mukherjee, A (2001) reveals that Maritime transport 
services are the only service arena in which the multilateral 
negotiations failed during the establishment of WTO. The paper 
states that since a significant part of World Trade Volume is 
moved by sea, it is pertinent that India and other maritime 
nations should engage in GATS bargaining. The paper inspects 
the possibilities of liberating trade in maritime transport service 
within the GATS matrix. It is manifested through the paper that 
India has a minuscule share in global market for maritime 
services but it has potent to increase its share in global maritime 
transport services. Further the study highlights the domestic 
and external barriers to India's trade in maritime. Though the 
strategies provided in the paper are very convincing but it omits 
to talk about the ability of member countries to overcome 
domestic resistance. 
Chand, R. (2000) and Gupta, I., B. Golder and A. Mitra 
(1998) articulates the nature of international trade in health 
services and educate about the national, regional and 
multilateral participation in this context. The analysis of studies 
reveals that no satisfactory progress till date has been made in 
health service. Studies recognize the crucial role of 
harmonization of standards in liberalizing health services 
multilaterally. As for India's position, opening up of various 
arenas of health services is going to be beneficial for the country 
as a whole. These papers fail to cover the debate as how the 
developing countries including India shall able to manage 
autonomy in designing the policy making in health service under 
GATS regime. 
Chandha, R., Brown, D. K. Deardorff, A. and Stren, R.M. 
(2000) provides insight as to how the Indian economy has 
experienced a major transformation during the decade of the 
1990s. The Indian economy has refashioned under the GATT-
WTO matrix. The study has very cogently demarcated the 
difference between the unilateral regime and multilateral regime. 
The study examines the economic effects of the Uruguay Round 
(UR) on India and other major trading countries. 
Anklesaria Aiyar, S. S. (1999) brings forth that the 
liberalization of trade in services is a one of the important areas 
of the World Trade Organization. The paper demonstrates that 
India is becoming a service economy and prescribes a set of 
strategies for leveraging the potential of India's trade in services. 
The paper makes clarion call to India to improve its education, 
infrastructure, agriculture and governance areas. This paper has 
only provided cursory peep into India's trade in service, without 
providing any concrete light on the four modes of GATS. 
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Sora, P. (1997), explores the relation between multilateral and 
unilateral financial liberalization. The study provides an overview 
of the main attributes of the General Agreement of Trade in 
Services (GATS) and there by compare it with status quo 
liberalization of the countries. The study reports that it is quite 
shocking to note that in many countries multilaterally liberalized 
financial sector are less opened than the actual state of 
openness or development of financial sectors. The study could 
get better, if the author could provide discourse as how the local 
companies shall able to compete with the global companies 
under the GATS's gamut 
Sahani, R. and S. Kale (2004) and Raipuria, K. M. 
(1999) deliberate on the broad ambit of General Agreement on 
Trade in Services (GATS). These studies discuss the importance 
of trade in services in India; thereby advocate a combination of 
strategies for fostering India's trade in services. These studies 
have neglected to sift through the lurking fear that GATS shall 
envelop the public services in the member countries. 
Bhusan, S. (2004) examines the pros and cons of higher 
education in India under the WTO landscape. The paper 
discusses the various modes of GATS through which higher 
education could be provided. The paper also talks about the 
technical aspect of limitation for the market access and national 
treatment. The paper has not illustrated as to how the various 
modes shall not impede the smooth running of higher education 
at domestic echelon of Indian economy. 
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Chanda, R. (2003) makes an attempt to ward-off the 
unjustified fears that shall crop-up from the signing on the GATS 
under the WTO ambit. The paper also reveals as how the 
developing countries can keep control over the social policy 
making, while making commitments under the GATS. The paper 
could improve significantly, had the author corroborated her 
arguments with statistics. 
Joseph, M. and R. R. Nitsure, (2002) claim that the 
escalation in globalization of trade under the WTO has facilitated 
India in its endeavor to reform its financial services sector. The 
paper states that India urgently needs to adopt the appropriate 
bargain in GATS negotiations. The authors have recognized a 
number of topical issues that are to be tabled at GATS 
negotiations. These issues inter alia cover issues of national 
treatment and restrictions on the number of branch licenses per 
year. The paper recommends the honing of India's strategies in 
the wake of GATS commitments. The study could have been 
further enriched if the current participation of foreign banks on 
Indian economy was substantially detailed. 
Panitchpakdhi, S. (2001) and £. Toukhy M. M. (1999) 
talk about the globalization of trade and investment. The studies 
discuss the principal issues facing the WTO and the world trade 
in general, thereby focuses on the need for both co-ordination 
and coherence in the development of international economic 
relations. The need is for an inclusive approach to the 
international trade liberalization. Further the studies cover the 
implication of trade on developing countries including sub-
Saharan Africa. 
Bronckers, M.C.E.J. (2001) and Abbott, K. W. (2001) 
articulate about the structural attributes of the WTO, its modus 
operandi to legalization and its negotiating process. The studies 
reveal that WTO has the potential to underpin the global 
governance. The studies tell about the trade and other social 
values incorporated in the WTO framework need to be 
acknowledged .These studies suffers disinterest among the 
readers on account of more reliance on rhetoric, had the authors 
documented data in tandem with their arguments, they could 
fetch substantial acknowledgment. 
Key. S. J . (1999) provides an overview of the issues involved in 
international efforts to open and restructure markets for 
financial services and to ensure adequate regulations and 
supervision of financial firms. The article put forth the measures 
needed to open trade in financial services in tandem with 
indispensable steps to fortify prudential regulations and 
supervisions. 
Fernandez Martos Montero, A. (2000) and Zdouc, W. 
(1999) deliberate about the GATS mechanism. Through the 
studies, it is revealed that studies discourse as to how GATS has 
incorporated the various attributes of WTO's dispute settlement 
matrix. The studies communicate about the legal aspects and 
problems that are likely to crop up in future course. The author 
could cogently pacify the quest of opponents of globalization, had 
they brought out strategies for leveraging the position of 
% developing countries at the higher echelon of trade and 
investment. 
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Tuthill, L (1997) states that the liberalization on the basic 
telecommunication under the WTO's gamut promotes the pace of 
sector's transformation. The telecom regulators need now to fully 
appreciate their scheduled market access, national treatment 
and regulatory commitments as well as the rights and 
obligations in the service agreements. Further, the paper reveals 
that fundamental of the multilateral system are progressive 
liberalization, non-discrimination, transparent and reasonable. 
One of main shortcoming of this paper is overlooking the 
perspective of developing countries. The paper needed to 
articulate as how the domestic player's right shall not be ruin in 
the presence of global telecom players. 
In view of the above comprehensive incisive literature 
review on variegated facets and dimensions of WTO and 
particularly the sphere of Trade in Services (GATS),the 
Researcher has endeavored to carve out Research Gap, Scope, 
objectives and the hypotheses of the study, as patently and 
unequivocally stated in the succeeding paragraphs. 
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4. Research Gap and Scope of the Study 
With the formation of WTO, tremendous opportunities have 
been thrown open for the developing countries. Umpteen studies 
corroborate that the emergence of India's escalation in global 
trade is on account of cardinal role displayed by rapid growth of 
its service sector. Thus it becomes obviously pertinent to explore 
whether the signing of service agreements by India under WTO 
umbrella will substantiate India's cause of becoming global flag 
bearer in service arena or not. 
Keeping this view into account, the current study delves 
through the root cause of nourishment of Indian services. A 
synoptic view of GATS framework is made. The present study 
gauges India's service sector under WTO regime. The study 
makes appropriate use of statistical tools to make out the role of 
WTO in enhancing Indian services in terms of enhanced FDI, 
sustained export markets and galore job opportunities. Grey 
areas of Indian services are also explored through the study. The 
study shall act as guiding torch on account of its synergetic and 
holistic approach to explore those services and related modes 
that have potential for growth, provided that the GATS 
commitments are embraced. 
5. Objective of t h e Study: 
The following objectives have been set for the study: 
• To critically examine the role of trade in services in 
developing countries including India. 
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• To delve into the status quo of Indian service sector 
under WTO regime. 
• To examine in detail the provisions in the GATS 
structure and threadbare GATS commitment in some 
selected services. 
• To make an - in depth analysis of role of WTO in 
promotion of trade in services in India. 
• To identify the cross cuttings issues and gray areas 
relating to trade in services concerning India. 
• To envisage the future prospects of GATS commitment 
on Indian service sector with special focus on Mode 1 
i.e., cross border supply and Mode 4 i.e., movement of 
natural person. 
• And ultimately to come out with findings of study and to 
put forward some functional proposals and suggestions 
for leveraging the potential for Indian services under the 
WTO ambit. 
6. Hypotheses of the Study: 
The study seeks to test the following hypotheses. 
Hoi -The study assumes that the employment and 
exports in business services have not increased on account of 
FDI inflows in India's software services (business services) in the 
post WTO regime. On the other hand, the alternative hypothesis 
suggests that the employment and exports in software services 
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(business services) have enhanced due to the FDI inflows in 
software (business services) 
H02 -The study assumes that the employment and 
exports in communication services have not increased on 
account of FDI inflows in India's communication services in the 
post WTO regime. Whereas, the alternative hypothesis suggests 
that the employment and export in communication services have 
enhanced due to the FDI inflow in communication services. 
H03 -The study assumes that the employment and 
exports in construction and related engineering services have not 
increased on account of FDI inflows in India's construction and 
related engineering services in the post WTO regime. However 
the alternative hypothesis suggests that the employment and 
exports in construction and related engineering services have 
enhanced due to the FDI inflows in construction and related 
engineering services. 
Ho4-The study assumes that the employment and exports 
in financial services have not increased on account of FDI 
inflows in India's financial services in the post WTO regime. 
Nevertheless, the alternative hypothesis suggests that the 
employment and exports in financial services have enhanced due 
to the FDI inflow in financial services. 
Ho5 -The study assumes that the employment in health 
related and social services have not increased on account of FDI 
inflows in India's health related and social services in the post 
WTO regime. On the contrary, the alternative hypothesis 
suggests that the employment in health related and social 
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services have enhanced due to the FDI inflows in health related 
and social services. 
Ho6 -It is assumed that the employment in tourism 
services has not increased on account of FDI inflows in India's 
tourism services in the post WTO regime. Nevertheless, the 
alternative hypothesis suggests that the employment in tourism 
services has been enhanced due to the FDI inflow in tourism 
services. 
7. Research Methodology 
In the present study, an effort has been made to cull the 
relevant statistics from secondary data of primary source and 
secondary data from secondary source of information. With 
objectives set to study the role of WTO in promotion of trade in 
service. The following set of parameters that includes foreign 
exchange earning through the four modes of services, exports of 
Indian service, employment generations are to be gauged with 
reliance of appropriate statistical tools. 
7.1 . Source of Information 
The data have been mainly collected from working papers and 
special studies reports of WTO, IMF, UN, World Bank, UNCTAD, 
ILO, OECD, BIS, Manual on Statistic of International Trade in 
Services by IMF, National Bureau of Economic Research, Center 
for Economic Policy Research. 
The following Annual reports are also made good use of. 
World Investment Report, World Development Indicator, World 
Trade Report, International trade Statistics, Global Development 
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Finance, Asian Development Outlook, World Economic Outlook, 
Report on currency and Finance, India Development Report, 
India Infrastructure Report. 
Data relating to Indian Services have been incorporated 
from working papers and sector analysis reports of Indian 
council for Research on International Economics Relation 
(ICRIER), ICRA Ltd., CUTS Center for International Trade, 
Economics and Environment, Rajiv Gandhi Institute for 
Contemporary Studies (RGICS), Indian Institute of Foreign Trade 
(IIFT), Institute of Economic Growth (IEG), Centre for Policy 
Research (CPR), Research and Information System for the Non-
Aligned and other Developing Countries (RIS) Ministry of 
Commerce, RBI, Ministry of Finance. 
Consolidated figures through periodicals and journals such 
as Business World, Business Today, Business India, Yojana, 
Economic and Political Weekly, Fact for You, Focus WTO, 
Foreign Trade Review, Vikalp have also been documented. 
Newspapers like Business Line, The Economic Times, The 
Financial Express, The Business Standard, Hindustan Times, 
The Hindu and The Times of India have been adopted to make 
the study more enriched. 
7.2. Data Computation and Tabulation 
Data related to Indian service revenues, exports, 
employment generations, remittances, have been collected from 
secondary sources. After collection and checking the data, it has 
been tabulated and processed through computer software as well 
25 
Introductory Back Ground,Review of literature 
and Framework of the Study 
as manually. Afterward, information is extracted and interpreted 
to make the purported study more enriched. 
7.3. Statistical Tools used 
The statistical tools that have been used for the analysis 
and interpretation are Mean, Standard Deviation and Coefficient 
of variance and Regression Analysis. For test of significance, F-
test and t-test have been done depending upon the nature of 
cases. Considering the technical nature of certain statistical 
tools and the frequent use of those tools in the study . A brief 
discussion of some relevant topics are represents here. 
a. Arithmetic Mean 
Most of the time we refer to the "average" of the something, 
are talking about into arithmetic mean. It has been calculated by 
summing all the observations in a batch and then dividing the 
total by the number of item involved.85 
x= ZX 
N 
Where, SX = Total value of the observation 
N = No. Of observations 
b. Standard Deviation: (S.D.) 
The S.D. is a measure of the variation in the data that have 
been used to determine the percentage of data values that reside 
within any specified distance from their mean.86 
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Analysis of Variance (ANOVA) A statistical technique to 
examine the differences among means of two or more variables. It 
examines the differences in the mean values of the dependent 
variable associated with the effect of the controlled independent 
variables, after taking into account the influence of the 
uncontrolled independent variables. 
Average Annual Growth Rate (AAGR) 
AAGR is used to examine and verify the rate of growth, which 
has been registered during the s tudy period. It helps in comparing 
the annua l growth rate with average annua l growth rate for the 
period under study. It also help to identify the years which have 
at tained a higher growth rate then the average a n n u a l growth ra te . 
Which provide the ground for further investigation to a s sess the 
causes , which are responsible for the higher growth rate . A very 
simple method for calculating the AAGR h a s been adopted, i.e., in 
the first s tep the growth rate of individual year is calculated, 
thereafter the average of a n n u a l growth ra tes has been calculated 
to find out AAGR. 
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s (x-xp 
V N 
Where, X-X = Deviation taken from the actual mean 
M = No. Of observation 
c. Coefficient of Variatior1 (C.V.):-
The C.V. is a measure of relative variation. It expresses the 
s tandard d&viaticrci a s ^ t c e n t a g p Qf arithmetic mean.8 7 
cv.= g xlOO 
X 
Where, a standard Deviation 
X = Mean of the observation 
d. R e g r e s s i o n T e c h n i q u e 
The most common technique used in the statistical 
analysis is the regression technique.88 It assumes a functional 
relation between the dependent variable and independent 
variable. If there is only orie independent variable then the 
technique relevant is known as simple regression. The title of the 
present research suggest that the macroeconomic variables like 
employment and export are the dependent variables, whereas 
there is FDI as a independent variable. The single variable 
regression takes the linear form of functional relations like: 
Y=a+b X 
Where, Y is the dependent variably 
X is the independent variable, 
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B is the slope of the straight line 
A is the Y-intercept 
e. R squared 
The estimates of R-squared, alternatively known as the 
goodness of fit or the coefficient of determination in regression 
analysis measures the strength of linear relationship between 
the employment and export (dependent variable) and FDI 
(independent variable). 
f. F-Test 
The value of R-squared really indicates the independent 
variables explain Y, or it might have happened jus t by chance. 
This question is often phrased, "Is the regression as a whole 
significant?" F-test is used to answer this question. 
With the help of Statistical Package for Social Sciences 
[SPSS] the t-test has been applied finally. To find out whether 
the coefficients are statistically significant or not at 5% level the 
Standard t-test is done. The goodness of fit has been 
hypothetical by above 5% as the rule in general R2 with higher 
values indicates stronger dependent variables. 
8. Significance and Utility of the Study 
The Members' countries of WTO are vying with each other 
at the on-going GATS negotiations in order to carve niche in 
service arena. India too has a big stake in service negotiations. 
Keeping this into perspective, the purported study occupies 
paramount significance. The utility of this study gets inflated as 
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it sifts t h r o u g h fleshing out those services a n d related modes 
t h a t p romise to leverage Indian economy, provided t h a t GATS 
commi tmen t is made . The findings and the conclus ions of the 
s t udy shal l be food for though t for t he Indian p lanners , 
r e sea rcher a n d the Government alike. 
9 . Conclus ion: 
The cu r r en t chap te r h a s brought , inter alia, t he scope, the 
objectives a n d the utility of the s tudy. Infact, t he chap te r h a s 
m a d e a n effort to encapsu la te the gist of the s tudy in totality. 
The ensu ing chap te r u n d e r t a k e s a n endeavor to sift 
t h r o u g h the c i r cums tances t h a t led to e s t ab l i shmen t of WTO. 
The chap te r m a k e s endeavor to t h r eadba re examine the various 
ag reement s of WTO. The chapte r also envelops the a r e n a s tha t 
India h a s encompassed u n d e r the WTO agreemen t s . Cross-
cu t t ing i s s u e s t ha t have b rough t p a u s e be tween the developed 
a n d the developing countr ies a t var ious conferences are also 
incorpora ted in the chapter . 
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1. Introduction 
The preceding chapter illustrated, inter-alia, the objectives, 
hypotheses and utility of the purported study. It also 
encapsulated the essence of the entire thesis in terms of 
enquiring into the circumstances that paved way for the 
establishment of the WTO. The study further scanned the 
various agreements conceived by the WTO. Cross-cuttings issues 
that spawned the pause between the developed and the 
developing countries at various conferences have also been 
threadbare examined. 
Globalization has become driving anthem at world echelon 
of trade and investment mainly after the collapse of the Iron 
Curtain in Russia and China ushering into major economic 
reforms. The most substantial dimension of globalization is its 
role in fostering the economic integration in countries. 
Globalization has now escalated the pace of the flows of trade, 
capital, labor and ideas among the countries of the world. Thus, 
of late, the economies, the world over, have started 
acknowledging the prowess of globalization in bestowing the 
fruits of trade and investment in terms of better market access, 
new technologies and waning of debt. Consequently the 
economies in their quest to make their domestic economic 
echelon bask under the forces of globalization, have started 
honing their economic and trade policy in consonance with the 
entailed global economic benchmarks. But the most unfortunate 
reality is that for considerable number of the developing 
countries including the least developed countries, the 
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participation at the global echelon of trade is not as straight 
forward and forthright as the rhetoric and flag bearer of 
globalization propagates. 
Keeping this perspective into mind, in the month of 
September of new millennium year i.e.2000, 189 member states 
of United Nations embraced the Millennium Development Goals. 
These goals numbering eight in figures, strive on making the 
world a better place to live by 2015.1 The key of all Millennium 
Development Goals rests on the accomplishment of objectives of 
goal number eight which aims at forging a global partnership for 
development. This goal makes a clarion call for an open, rule-
based trading and financial system which can characterize as 
spring board for developing countries in their quest for better 
market access, having essential drugs, availing new 
technologies, easing the burden of debt and assist in marching 
with developed countries at the plane of international trade. 
With the attributes of globalization tinging the fabric of 
domestic rung of economies, WTO has become the driving force 
of globalization. In fact, the institution of WTO has become the 
trade engine of globalization. The inception of world trade 
organization (WTO), as a rule-based system, has emerged as 
mentor for developing countries. WTO has accelerated the pace 
of liberalizing trade and investment along with growth and living 
standard. The mechanism of WTO facilitates security and 
predictability of trade ambience to traders, firms, small and 
medium enterprises engaged in markets. WTO assists the 
developing countries in integrating into a fast-paced global 
economy. WTO has shown respect for developing countries 
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while constituting set of rules for trade in goods, services and 
intellectual property. The tenets of WTO govern not only to one-
fifth of world production that is traded, but also set alight to 
those goods and services that never came under the umbrella of 
trade and commerce.2 The status quo trade rules of WTO 
facilitate the world trade in goods and service to be successfully 
conducted at the rate of close to US$ 1 billion per hour.3 This 
astonishing manifestation of statistics is in it self axiomatic in 
revealing the potent of this juggernaut institution. 
It is beyond belief but has attest of time that way back in 
1700; India was actually the world's second largest economy, 
accounting for 22.6 per cent of world income4. Three hundred 
years on, it is with jus t around 5 percent of World Income. After 
Independence India adopted "inward-looking import 
substitution" approach based on Mahalanobis and Nehru model 
which was heavily guided by Soviet model of development. 
Growth obviously got materialized but it had lop sided traits that 
led to dilapidation and impairing of the economy, thereby paved 
way to a "U-turn" in direction of Indian economic policy. Rao-
Man Mohan Model of development floated in July 24, 1991 
adopted big bang theory of economic reforms with emphasis on 
privatization and globalization. Macro-economic management 
reforms as well as the structural and sector - specific economic 
reforms were introduced at the domestic plane of the Indian 
economy. Under this backdrop of country's signaling green to the 
winds of globalization, on January 1, 1995 World Trade 
Organization (WTO) came into being. 
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The following paragraphs pertaining to the various facets of 
WTO make a flashback on the events leading to formation of 
GATT, the predecessor of WTO. 
2. Formation of GATT 
After the Second World War, it was acknowledged that the 
key to the peaceful political ambience at international arena 
rests on financial and commercial stability. The Bretton Woods 
conference facilitated the inception of international institutions, 
namely, the International Bank for Reconstruction and 
Development (World Bank), the International Monetary Fund 
(IMF) which saw the light of the day on December 27, 1945. 
Emergence of these financial giants led to a general awakening 
for an organization that can remove the rising intricacies of 
global trade and commerce. Over fifty countries participated in 
negotiation to form an International Trade Organization (ITO)5. 
But before countries finally subscribed the charter of ITO, twenty 
three of the fifty participants in 1946 negotiated to reduce and 
bind customs tariff to foster trade liberalization. The twenty 
three participants also embraced some of the trade rules of 
drafted ITO charter with a view to protect the value of tariff 
concessions that they had mutually agreed. The amalgamated 
package of trade rules and tariff concessions became known as 
the General Agreement on Tariff and Trade, and came into force 
in January 1948. The twenty three countries became founding 
GATT members.^ 
The final act, embodying the charter for the International 
Trade Organization (ITO) was attested on March 24, 1948 by 
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fifty-three countries.7 But unfortunately in 1950, owing to 
serious opposition by US congress, the United States 
government could not seek congressional ratification of the 
Havana Charter, thus leading to burial of International Trade 
Organization in annals of history.8 
Thus, GATT which emerged as an organization for reducing 
tariff and other barriers steady filled the void created by failure 
of ITO and thereby evolved into an international organization 
based in Geneva. 
The cardinal pursuits of GATT in nutshell were: 
(1) Tariff bargaining 
(2) Bargaining on non-tariff trade barriers. 
(3) Elimination of quantum restrictions. 
(4) Settlement of disputes between contracting parties. 
Additions to GATT's basic legal principles were in the form 
of framework of a section on development in 1960s and 
plurilateral agreements in 1970. GATT continued its efforts to 
reduce tariff further through a series of negotiations known as 
"Trade Rounds".9 
3. GATT Rounds 
'/ 
The first five GATT trade rounds focused on reducing the 
tariffs. It was for the first time in the Kennedy GATT trade round 
that a new subject called Anti-Dumping Measures was brought 
up. The Tokyo Round that took place in the seventies was the 
first major attempt to handle those trade barriers, which were 
not tangible in form of tariffs. The ensuing Table-1 fleshes out on 
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the rung of developments brought out during the GATT Rounds. 
Thus the world witnessed the role of GATT in fostering the 
liberalization of World Trade. 
Table2.1 
GATT Rounds 
(1947-1993j_ 
Round 
First 
Second 
Third 
Fourth 
Fifth 
Sixth 
Seventh 
Eight 
(Uruguay 
Round) 
Year 
1947 
1949 
1950-51 
1956 
1960-61 
1964-67 
1973-79 
1986-93 
Place 
Geneva 
(Switzerland) 
Annecy 
(France) 
Torquay 
(England) 
Geneva 
(Switzerland) 
Geneva 
(Switzerland) 
Geneva 
(Switzerland) 
Tokyo 
(Japan) 
Punta Del Este 
(Uruguay/Gen 
eva) 
1— —* 
Subjected Covered 
Tariffs 
Tariffs 
Tariffs 
Tariffs 
Tariffs 
Tariffs and Anti-
dumping measures 
Tariff non tariff 
measures, 
"framework" 
agreement 
Tariffs, non-tariff 
measures, rule, 
Services, Intellectual 
dispute settlement 
agriculture of WTO 
— — i 
Outcome 
20 tariff schedules were 
formed, 45000 tariff 
concession representing 
half of World Trade 
Some 5000 tariff 
concession exchanged 
Around 87000 tariff 
concessions exchanged 
$82.5 billion worth of 
tariff reduction 
4400 tariff concession 
exchanged covering $4.9 
billion of worth of trade 
Achieved 35 percent 
reduction in tariffs on 
manufactured goods 
covering $40 billion of 
trade 
Signed agreement 
covering non-tariff 
barriers subsidized 
exports and tropical 
products. Tariff reduction 
and binding covered 
about $300 billion 
Agriculture included in 
agenda for the first time. 
New terms of trade in 
services, protection of 
Intellectual property 
rights and deregulation 
of controls over foreign 
investments Tariffs on 
industrial goods reduced 
Reduction in farm export 
Subsidies and Removal of 
Import barriers. 
Countries 1 
23 
13 
38 
26 | 
26 
62 
102 
123 
Source:www.wto.org 
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With the passage of time, in late 70's many unfamiliar 
forms of business intricacies in form of FDI, Trans-border 
movement of personnel, market access, subsidies, dumping, 
patents and a large number of other issues stemmed up. These 
issues entailed to be addressed at some international fora. To 
cope with the cropping up of these challenges and intricacies of 
global trade and commerce, in March 1985, Leutwiler Report 
entitled "Trade Policies for a Better Future" was revealed.10 The 
report made recommendations to broaden up the trading 
system, thereby paved the decision to kick off the Uruguay 
Round of multilateral trade negotiations in September 1986. 
The Uruguay Round of negotiations was launched at Puta 
Del Este in Uruguay. The ministers of GATT Member countries 
agreed to complete the Uruguay Round with a time span of 4 
years. But owning to differences on various issues, it took 
complete 8 years of protracted negotiations. Thus by 15 th 
December, 1993 all issues were figured out and negotiations on 
market access for goods and services were completed. The 
subjects negotiated at the Uruguay Round were as followed, (i) 
Tariffs (ii) Non-Tariff barriers (iii) Natural Resource Products (iv) 
Textiles and Clothing (v) Agriculture (vi) Tropical Products (vii) 
GATT articles (viii) Tokyo Round Codes (ix) Anti-dumping (x) 
Subsidies (xi) Intellectual Property (xii) Investment Measure (xiii) 
Dispute Settlement (xiv) The GATT System (xv) Services. 
Finally, on 15 th April 1994, ministers from one hundred 
twenty three countries ratified the deal at a meeting organized in 
Marrakech, the capital city of Morocco. Members also reached 
out on the formation of a new body to be baptized as World 
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Trade Organization (WTO) to watch over the successfully 
implementations of the subjects that got germinated at the 
Uruguay Round (UR). 
4. The WTO: Functions and Structure 
The last round of GATT, the Uruguay Round paved the way 
for the formation of World Trade Organization (WTO). The 
establishment of this institution similar to original ITO on 
January 1, 1995 fulfilled the longstanding demand of an 
organization to oversee the world trading system. 
The rule based system holds mandate in proper 
implementation of all the multilateral and plurilateral 
agreements that have been worked out in Uruguay Round and 
those which shall be chalked out in future course of time. The 
WTO endeavors to substantiate and foster the pace of trade, 
investment, employment and income growth throughout the 
world economy. The system of WTO aims at providing liberal, 
secure and predictable access to foreign markets for the goods 
and services products of exporting enterprises. WTO makes it 
certain that the enterprises face equitable competition without 
disrupting restriction while marketing their product at 
international echelon of trade. Along with fostering the escalation 
of trade, the system of this organization has eye on environment 
too. 
4.1 Functions 
The Agreement establishing WTO directs following five 
functions. 
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a. Overseeing the implementation, administration and 
operation of the Uruguay Round legal instruments. 
b . Provide a forum for fostering trade liberalization 
negotiations emerging from the Multilateral and 
Plurilateral Agreements. 
c. Regulate and administer the settlement of disputes 
among its members. 
d. To administer the Trade Policy Review Mechanism. 
e. Co-operate fully with the International Monetary 
Fund and the World Bank for the furtherance of 
policy-making. 
Guiding Principles 
The Guiding Principles of WTO are 
a. Non-discrimination trading system through following 
mechanism 
(i) Most Favored Nation (MFN)- Any Trade 
concession offered by one member of WTO to 
another member must be offered to all 
members. 
(ii) National Treatment -Same treatment should be 
accorded to imported goods and the domestic 
goods. 
(iii) Reciprocity - Mutual advantage to all 
contracting parties 
b. Freer trading system 
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c. Predictable Trading System 
d. More competitive trading system 
e. More beneficial to less developed countries 
4.3 The WTO Secretarial and Budget 
The WTO secretarial is based in Geneva, Switzerland. It 
has approximately 550 staff and is headed by a Director -
General. The WTO budget is over 150 million11 Swiss frames 
with individual contribution determined on account of share in 
the total trade by WTO member countries. 
4.4 WTO Structure: Echelon of Decision - Makers at WTO 
a. Highest Authority - Ministerial Conference is the apex 
decision making forum. It comprises the designated 
Ministers of the member countries. Ministerial conference 
has to meet at least once every two years. The Ministerial 
conference can take decision on all matters under any of 
the multilateral trade agreement. 
b. Second Level - General Council 
Three bodies run day-to-day work in between the 
ministerial conference. 
> The General Council 
> The Dispute Settlement Body 
> The Trade Policy Review Body 
Third level: Councils for each broad area of trade. 
c. Three additional councils, each covering a different broad 
area of trade, report to the General Council. 
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> The council for Trade in Goods (Goods Council) 
> The Council for Trade in Services (Services Council) 
> The Council for Trade-Related Aspects of Intellectual 
Property Rights (TRIPS Council) 
These councils also consist of all WTO members. 
Six other committees report to General Council. These 
committees are as follows a committee on Trade and 
Development, a committee on Balance of Payments; a Committee 
on Budget, Finance and Administration, a Committee on Trade 
and Environment, Committees oversee the Plurilateral Trade 
Agreements. 
d. Fourth Level 
Each of the higher level council has subsidiary bodies. The 
Goods Council has 11 committees. The service councils' 
subsidiary bodies deal with financial services domestic 
regulation, GATS rules and specific commitment. 
At the General Council level, the Dispute Settlement Body 
has two subsidiaries, (a) Dispute settlement "Panels" of experts 
(b) Appellate Body. 
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Ministerial Conference 
General Council meeting as 
Dispute Settlement Body 
General 
Council 
Appellate Body 
Dispute Settlement panels 
Committees on 
Trade and Environment 
Trade and Development 
Sub-committee on Least 
Developed Countries 
Regional Trade Agreements 
Balance of Payments 
Restrictions 
Budget, Finance and 
Administration 
Working parties 
Accession 
Working groups on 
Relationship between 
Trade and Investment 
Interaction between 
Trade and Competition 
Policy 
Transparency in 
Government Procurement 
Trade debt and finance Trade 
and technology transfer 
Plurilateral 
Information Technology 
Agreement Committee 
General Council meeting as 
Trade Policy Review Body 
Council for Trade in 
Goods 
Council for Trade-
Related Aspects of 
Intellectual Property 
Rights 
Committees on 
Market Access 
Agriculture 
Sanitary and Photometry 
Measures 
Technical Barriers to Trade 
Subsidies and 
Countervailing Measures 
Anti-Dumping Practices 
Customs Valuation 
Rules of Origin 
Import-Licensing 
Trade-Related Investment 
Measures 
Safeguards 
Textiles Monitoring Body 
Working party on 
State-Trading Enterprises 
Council Trade in 
Services 
Committee on 
Trade in Financial 
Services specific 
Commitments 
Working parties on 
Domestic Regulation 
GATS Rules 
Plurilaterals 
Trade in Civil Aircraft 
Committee Government 
Procurement 
Commitment 
Doha Development Agenda: 
TNC and its bodies 
Trade Negotiations 
Committee 
Special Sessions of 
Services Council/TRIPS Council/Dispute 
Settlement Body/Agriculture Committee/Trade 
And Development Committee/Trade and 
Environment Committee 
Negotiating groups on 
Market Access/Rules 
Source: www.wto.org 
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To iron out galore intricacies of global trade matter, the 
WTO also constitutes adhoc working parties and committee that 
includes representation of WTO members. 
5. Ministerial Conferences 
5.1. First Ministerial Conference (December 9-13, 1996) 
The first Ministerial Conference of the WTO was held in 
December 9-13, 1996 in Singapore. The developed member 
forced at the meeting for enlarging the agenda of the WTO for 
initiating the process of reaching multilateral agreements on the 
following issues. 
(i) Investments 
(ii) Competition policy 
(iii) Transparency in Government Procurements 
(iv) Trade Facilitation 
Developed countries at this meeting placed the genesis of 
labor standard. India along with developing countries came with 
strong reservations to all five Singapore issue listed above.12 
5.2 Second Ministerial Conference (May 18- 20 , 1998) 
The second WTO ministerial conference was held in Geneva 
from May 18- 20, 1998. The conference coincided with the 50 th 
Anniversary of the emergence of GATT, the precursor of WTO. 
The member countries at the conference pledged to work on 
preening the public image of WTO. The successful part of the 
Geneva conference was the acknowledgement of trade minister's 
reiteration in manifesting faith in multilateral trading system. 
Negotiations on basic telecommunications and financial services 
were successfully concluded under this conference. The member 
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countries also made stress on the follow up of Uruguay Round 
Agreement along with inserting E-commerce issues under the 
WTO agenda.13 
5.3 Third Ministerial Conference (November 29 to December 
3 , 1999} 
The third ministerial conference of World Trade 
Organization was held from November 29 to December 3, 1999 
at Seattle, Washington. The meeting was a fiasco, as it failed to 
launch the promised new round. Protesting groups were divided 
into two major groups, (i) Those clamoring their disapproval 
against WTO itself and its plan of globalization and trade 
liberalization (ii) Those advocating for encompassing of labor and 
environment standards under the ambit of WTO agreement. 
Labor and Agriculture issues created Seattle stalemate. The EU 
with ally of Japan and other East European countries was 
against total elimination in subsidies. The cairns group, along 
with India and US were proponent of full elimination of 
agriculture subsidies.14 
5.4. Fourth Ministerial Conference (November 10-14, 2001) 
The fourth Ministerial Conference of WTO was held at 
Doha (Qatar) in November 10-14, 2001. The most remarkable 
attainment of this Doha meeting was launching of Doha 
Development Agenda (DDA). The gist of the DDA was to chalk 
out terms and conditions that can foster development and 
facilitate the developing countries (encompassing the least 
developed countries) to avail the fruits from further global trade 
liberalization. India led developing countries drew attention on 
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lack of p rogress on the implementa t ion of t he ag reemen t s arrived 
so far ("Implementation" Issues) along with non- inc lus ion of any 
new i s sues on the WTO's work p rog rammes . The only silver 
l ining emerged was the a t t a inmen t of ag reemen t on the i ssue of 
access to generic medicines for those poor count r ies t h a t have no 
product ion capaci ty.1 5 
5.5 Fifth Ministerial Conference (September 10 -14 , 2003) 
The fifth minister ial conference w a s held from September 
10-14, 2 0 0 3 a t Mexico. The conference failed to materialize any 
agreement . Insolvable var iances came forefront between 
developed a n d developing count r ies on the i s sues per ta in ing to 
Agriculture, Singapore i s sues a n d West African Cotton initiative. 
Developing Count r ies (G-22) led by India, Brazil, Sou th Africa 
a n d Ch ina for the first t ime manifested the i r un i ty agains t the 
developed count r ies . Developing count r ies were successful in 
uproot ing t h e p r e s su re tact ics of developed count r ies . 
Owing to th is c o n u n d r u m , Doha Development Agenda 
(DDA) a n d Non-Agricultural Products Market Access (NAMA) 
failed to receive the m u c h - w a n t e d m o m e n t u m . At C a n c u n , India 
w a s categorically aga ins t to the inclusion of Singapore i s sues in 
the WTO agenda a n d was also opposed to t he proposal of tying 
u p the pace on these i s sues with progress on agr icul tura l t rade 
i s sues . 1 6 
5 .6 S ix th Ministerial Conference (13-18 December 2005) 
The Sixth Ministerial Conference will be held a t Hong Kong, 
Ch ina d u r i n g 13-18 December 2 0 0 5 . The ins t i tu t ion of World 
Trade Organizat ion will face test of fire a t Hong Kong. The 
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successful negotiation at this conference is determinant for the 
successful conclusion of Doha Development Agenda (DDA). The 
creditability of WTO is at stakes at this conference. Another 
unproductive summit shall wane the prowess of this global trade 
giant. 
6. Developing Countries under the WTO Umbrella 
With awakening in recognizing trade as a vital tool in their 
development efforts, the developing countries have started 
making beeline at WTO landscape. This manifestation is self-
axiomatic as developing countries count to two third outs of 148 
members. The WTO acknowledges the fragile and vulnerable 
economic architecture of developing countries and thereby 
facilitates these countries through its mechanisms. 
The WTO deals with special needs of developing countries 
in three ways.17 
> The WTO agreement contains special provision on 
developing countries. 
> Committee on Trade and Development take care of 
developing countries problems. 
> WTO secretarial furnishes technical assistance. 
The WTO agreements through its special and different 
treatment compel the developed countries to treat the developing 
countries more favorable than other WTO member. GATT (part 4) 
includes the principle of non-reciprocity in trade negotiations 
between developed and developing countries. 
Both GATT and the General Agreement on Trade in 
services allow developing countries to have preferential 
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treatment. Under WTO Agreement, the developing countries have 
the following facilities: 
> Provided Extra time to fulfill their commitments. 
> Trading opportunities through greater market access. 
> Safeguard the interest while embracing domestic or 
international measures. 
> Special legal advisers for assisting in any WTO dispute as 
well provide legal counsel. 
6.1 Least Developed Countries 
A number of programs including Technical Assistance 
Programs (TAP) have been launched by WTO particularly for the 
least developed countries. 
6.2 The Doha Agenda Committee 
Under the Doha Development Agenda of Doha Ministerial 
conference, a number of new working groups are constituted for 
developing countries. 
6.3. WTO Technical Cooperation 
Technical cooperation aims at assisting developing 
countries in building vital institutions and to train officials. 
7. WTO Agreements and India 
The WTO brings under its umbrella the agreements on 
trade in goods, services and intellectual property. These 
agreements imbibe the principles of liberalization and the 
permitted exceptions. WTO agreements also include individual 
country commitments to lower custom tariffs, other trade 
barriers and to keep open service markets. The agreements spell 
out special treatment for developing countries. These agreements 
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also aim at making government of member countries revamp 
their trade policies in a fashion adhering to WTO norms. The 
legal texts are list of about 60 agreements, annexes, decisions 
and understanding. The texts of the legal instrument run to over 
400 pages. They are supplemented by more than 22000 pages of 
national schedules manifesting the specific liberalization 
commitments taken up by WTO members.18 
The agreement for the two largest areas of trade-goods and 
services share a common three part out-line.Table-2 sheds light 
on the basic structure in a nutshell. 
1st Broad Principle of GATT and GATS (TRIPS also falls into 
this category) 
Ilnd Extra agreements and annexes dealing with the special 
requirement of specific sectors or issues. 
Illrd Compendium of Commitments of Individual countries. 
Table-2.2 
Basic Structure of Agreements Under WTO 
Umbrella 
Basic Principles 
Additional details 
Market access 
commitments 
Dispute Settlement 
Transparency 
Agreement Establishing WTO 
Goods 
GATT 
Other goods 
agreements and 
annexes 
Countries 
schedules of 
commitments 
Services 
GATS 
Services annexes 
Countries 
schedules of 
Commitments 
(and MFN 
exemption) 
Intellectual 
Property 
TRIPS 
Dispute Settlement 
TRADE POLICY REVIEWS 
Source: www.wto.org 
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supporting and facilitating these agreements are the Dispute 
Settlement Body and Trade Policy Reviews. 
7.1 . General Agreement on Tariff and Trade (GATT) 
The rationale of GATT, which has set multilateral rules for 
trade in goods, rests on shaping trading system under the 
conditions of fair and equitable competition. GATT is 
instrumental in enhancing the pace of trade and escalating 
investment, production and employment in the sphere of goods. 
The four main rules of GATT are: 
> Protection the domestic industry by tariff only 
> Trade according to the Most-Favored-Nation Clause (MFN) 
This principle of Most Favored Nations (MFN) advocates 
that treatment extend to one member country should be 
provided to all member countries. 
> National Treatment Rule 
The National Treatment rule prohibits from discriminating 
between imported products and domestically produced like 
goods. 
GATT has been able to cut and "bind" member countries 
custom duty rates on imports of goods. The table- 3 
encompasses the binding of duty rates in the pre and post 
Uruguay Round. It is discernible from the table that the 
Developed countries have increased the number of imports 
whose tariff rates are bound from 78 percent of product lines to 
99 percent, where as the developing countries have extended it 
from 21 percent to 73 and economies in transition have 
increased their binding from 73 percent to 98 percent 
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Table2.3 
The Uruguay Round Increased Bindings 
Developed countries 
Developing countries 
Transition economies 
Before 
78 
21 
73 
After 
99 
73 
98 
Source: www.wto.org. 
The government of India under the umbrella of WTO has 
liberalized imports by removing Quantitative Restrictions (QRs) 
maintained under the balance of payment cover. QRs were 
withdrawn on 488 items in 1996, on 391 items in 1997, 894 
items in 1998, 714 items in 2000 and the balance QRs on 715 
items on 31 March 2001. These items are classified in manner to 
ITC (HS) classification at the 8 digit level. Action has thus been 
completed on removal of restrictions on tariff lines (2714 items) 
notified to WTO under BPO covers. The special Import License 
(SIL) scheme has also been curtailed. Restrictions still in force 
only relates to those items as permissible under Article XX and 
XXI of GATT on grounds such as security, health, safety and 
moral conduct. India has reviewed these restricted items also 
and in 2002, it has removed QRs on about 60 items. India's 
removal of quantitative and other restrictions on exports mirrors 
the prescriptions of WTO. 
In the recent past quantitative restrictions/packing 
requirements/registration requirements/MEP have been 
removed for cotton yarn, butter, pulses, wheat and wheat 
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products, non-Basmati rice, coarse grains, groundnut oil, several 
varieties of agricultural seeds, coir and coir products, hand 
knotted carpets, woolen carpets, stone bouldes, raw hides and 
skins, aviation turbine fuel, high speed diesel and motor spirit. 
The condition of export of kerosene and LPG through State 
Trading Enterprises has also been removed.19 
a. Agreement on Implementation of Article VII of GATT 
(94) (Valuation of Goods) 
Through this agreement, a system is fostered in 
consonance to commercial realities, which debars the application 
of indeterminate custom value. India has modified her laws in 
uniformity with agreement by notification 26(NT)/24.04.1995: 
Custom Act. Indian exports and imports are to gain from fair and 
jus t regime.20 
b. Agreement on Preshipment Inspection (PSI) 
The main objective of the agreement is to check the 
arbitrary ways of PSI companies in valuation of goods. Indian 
companies can gain from better system, as well as arbitrary 
action will be debarred 
c. Agreement on Technical Barriers to Trade 
The Agreement on Technical Barriers to Trade aims at 
making it certain those regulations, standard; testing and 
certification procedures do not emerge as unnecessary stumbling 
block in the pathway of international trade. Indian government 
has stimulated Bureau of Indian Standards to follow the 
International benchmark. 
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d. Agreement on Sanitary and Phyto-sanitary Measures 
(SPS) 
Agreement on Sanitary and Phyto-Sanitary Measures spells 
out the principles and rules that member countries should 
accord to administer in import of agriculture and fixed products 
as to protect human, animal or plant life or maintain health. 
Most of Indian standards are at par with the International 
Standards. 
e. Agreement on Import Licensing Procedures 
The Agreement aims at making the mechanism of import 
licensing more understandable, certain and transparent. Indian 
System has remarkably improved in regard to import licensing. 
f. Agreement on Safeguards 
The agreement permits member countries to take action 
against undue import surge injurious to domestic manufacture 
during the transition period. India has placed the system in 
Commerce Ministry. The Government of India has introduced 
relevant Rules and has set up the Directorate General of 
safeguards under the Ministry of Finance. 
g. Agreement on Subsidies and Countervailing Measures 
(ASCM) 
Agreement on Subsidies and Countervailing Measures 
(ASCM) governs the application of subsidies and regulates the 
actions that countries can take to counter the effect of subsidies. 
The Agreement applies to industrial products. The Agreement 
attracts three categories of subsidies (i.e.) prohibited subsidies, 
actionable subsidies and non-actionable subsidies. The 
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government of India has set up the Directorate General of Anti-
Dumping and Allied Duties for Anti-Dumping Duties and 
Counter railing Duties under the Ministry of Commerce who are 
empowered to recommend duties which are in turn notified by 
Revenue Department of Ministry of Finance. 
India's EXIM policy is also following the GATT directives in 
introducing the duty exemption schemes and has suitably 
modified them to make them WTO compatible.21 
h. The Agreement on Anti-Dumping Measures (ADM) 
The agreement permits countries to take measures against 
imported goods benefiting from unfair trade practices. GATT 
permits the countries to take action against dumping. Article 15 
of the Agreement on Anti-Dumping Measures urge developed 
country members to take into consideration the special situation 
of developing country members while considering the application 
of anti-dumping measures. Indian laws were amended with effect 
from 01.01.1995 in consonance with antidumping provision in 
WTO agreement.22 
i. The Trade Related Investment Measures Agreement 
(TRIMS) 
The Agreement rests on twin's objective of fostering the 
progressive liberalization of world commerce and also elevates 
the pace of investment across the international realm. Developed 
countries were provided a term of 2 year to eliminate all 
distorting measure, developing countries were provided a period 
of five year; and least - developed countries were provided a 
phase of 7 years.23 
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As a result of the Agreements, the FDI policy framework of 
India today is one of the most liberal investment regimes. 
Leaving a few arenas, foreign investment in India is permitted in 
all sectors. The Agreement has direct bearing on Indian 
government's forex and foreign investment cap. The UNCTAD'S 
World Investment Report 2004, manifests that India has 
emerged as one of top 10 FDI destinations among developing 
economies in Asia. India can garner more investment through 
honing its investment measure in fashion with TRIMS 
agreement. 
j . Agreement on Textiles and Clothing (ATC) 
The Agreement on Textile and clothing (ATC) under the 
Uruguay Round provided for a structured phase-out plan for 
products incorporated the investments. The trade ambience 
under the gamut of WTO promises to fetch ample vistas for the 
Indian textile. India's share under the WTO ambit is likely to 
surge from 4 percent to 15 per cent thereby doubling India's 
exports to $26 billion by 2020.24 
k. Agreement on Agriculture (AOA) 
The objective of Agreement on Agriculture (AOA) aims at 
establishing fair and equitable market oriented agriculture 
trading system. The reform programs under the Agreement on 
Agriculture aims at removal of distorting subsidies over a 
stipulated period of time. The main features of agreement are 
Market Access, Domestic Support Measure and Measure on 
Reduction of Direct Export subsidies.25 The industrial countries 
are to reduce their tariff binding by an average of 36 per cent 
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within six years (from 1995) while all developing countries have 
to reduce tariff by an average of 24 per cent over a period of ten 
years. Least developed countries are not required to make any 
commitments for reduction of tariffs on agricultural products. 
On agricultural tariffs, developing countries have the flexibility 
for revealing maximum ceiling binding. India has indicated 
ceiling binding of 100 percent on primary products and 300 
percent on edible oils. AOA deals with three categories of 
subsidies, (a) Prohibited subsidies (b) Actionable subsidies (c) 
Non-actionable subsidies. Under subsidies, the industrial 
countries are required to reduce over six year, the volume of 
subsidized agricultural exports by at least 21 per cent and the 
value of subsidies at least by 36 per cent, the respective figure 
for developing countries are 14 per cent and 24 per cent. All 
countries are bound not to introduce any new subsidies.26 The 
current pause in WTO is mainly due to agriculture subsidies. As 
per the study of India-vision 2020, India has an opportunity to 
generate an additional 150-200 million jobs, provided that the 
current stalemate is iron-out. 
1. Agreement on Rules of Origin 
Rules of Origin are the criteria used to define where a 
product is made. Recently, India had registered protest at WTO 
against the criteria that confer origin variation between similar 
products and processing operations.27 
7.2. General Agreement on Trade in Service (GATS) 
The fag end of the last century witnessed upsurge of 
service sector. Recognizing this escalation of services at the 
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global business, the Uruguay Round constituted group of 
negotiations for services. The outcome on negotiations led to 
formation of General Agreement on Trade in services (GATS). 
GATS is one of cardinal pillar of WTO.28 GATS consists of (a) A 
framework of general rules and disciplines (b) Annexes 
addressing special conditions relating to individual sectors and 
(c) Liberalization commitments specific to the service sectors and 
sub sectors listed in each country's schedule. GATS cover 12 
services sectors and over 150 sub-sectors under its ambit. GATS 
covers all services except these supplied in the exercise of 
government authority. GATS have a "positive-list" approach that 
permit WTO members to take on obligations in the sectors of 
their choice. 
A distinctive hallmark of GATS agreement relates to four 
mode of supply through which service may be exchanged. 
(a) Mode 1 (Cross Border Supply) refers the delivery of 
services not requiring the physical movement of supplier 
or consumer 
(b) Mode2 (consumption Abroad) refers to movement of the 
consumer to the country of the supplier. 
(c) Mode 3 (Commercial Presence) refers to services sold in 
the territory of a member by foreign entities that have 
establishment a commercial presence. 
(d) Mode 4 (Presence of Natural Person) refers to provision 
of services requiring the temporary movement of 
national persons. 
Among all the articles of GATS, MFN, Market Access and 
National Treatment are the most important provisions in driving 
the pace of liberalization of trade in services.29 
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Under the WTO ambit, the selection of service by India is 
influenced in terms of exports, capital inflows, technology and 
employment. India has scheduled in six-service sector 
encompassing 33 service activities. During the 1990s the Indian 
Service Sector grew at more than 17 per cent per annum 
compared to world average growth rate of 5.6 per cent (WTO 
2003).so India should leverage its potential by honing all those 
services in which it has potential to display her forte. Thereby 
India's services can carve niche in world trade of services. 
7.3. Trade Related Intellectual Property Rights (TRIPS): 
Ideas and knowledge have become driving paean in modern 
trade. Books, films, computer software and online-services have 
fetched market on account of information and creativity they 
contain. Thus it become relevant those creators are provided 
rights to prevent others from using their inventions, designs or 
other creation. To use those rights, the consumers have to 
negotiate payment. These are called "Intellectual Property 
Rights". The WTO's TRIPS Agreement h a s introduce new 
internationally agreed trade rules for enforcement of 
international properly rights, thereby have ushered more order 
and predictability along with setting the disputes more 
systematically. The Agreement on TRIPS complements the 
agreements on the protection of intellectual property rights 
developed by the World Intellectual Property Organization 
(WIPO). The Agreement also makes it compulsory that countries 
incorporate the MFN and nations treatment. 
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As India has emerged as a knowledge economy, TRIPS 
provides a springboard through which the various paths 
breaking innovation can be patented and large foreign exchange 
can be earned. Fuel Cells, Genetic engineering and robotics are 
promising areas where India can leverage her potential. 
Coverage of TRIPS Agreement 
The coverage of TRIPS Agreement applies to copyrights, 
Trademarks, Geographical Indications, Industrial Designs, 
Patents, Layout Designs and Integrated Circuits, and 
Undisclosed Information. 
a. Copy Rights 
The subject matter of copyrights covers under its ambit, 
works in literacy works, scientific and artistic domain. Copyright 
also protect software and data base. Neighboring rights are 
provided to phonogram producers, performers and broadcasting 
organization. The TRIPS Agreement lays a minimum standard for 
duration of copyright protection. 
India's copy right law, laid down in the Indian copyright 
Act 1957 as amended by copyright (Amendment) Act, 1999 
communicates the alliance of India to Trips Agreement.31 
b. Trademarks 
The agreement spells out types of signs eligible for 
protection along with grant the minimum rights on their owners. 
The Indian government has brought change by passing of 
Bill in parliament to replace Trade Merchandise Marks Act 1958 
as notified in Gazette on 30.12.1999.32 
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c. Geographical Indications 
Geographical indications brings into picture the special 
attributes of products, which rest on account to products, 
geographical origin. The TRIPS agreement embraces special 
provision for such product which overseas the use of place 
names to identify products thereby arrest unfair competition. 
On Indian landscape, a new law for the protection of Goods 
(Registration and Protection) Act, 1999 has been validated by 
parliament and proclaimed on 30.12.1999 and rules formed 
there under are appraised on 08.03.2002.33 
d. Industrial Designs 
The TRIPS Agreement affords the protection of Industrial 
design for 10 years. In India a new design law rescinding the 
Design Act 1911 has been validated by parliament in 2000. The 
new force has been effective from 11.5.2001.34 
e. Patents 
The TRIPS agreement provides patent protection for 
inventions for at least 20 years. By ushering the patent 
(Amendment) ordinance 2004 on December 31 2004, the Indian 
government has complied with the deadline laid by WTO and 
thereby has become a member in international system of 
Intellectual property rights.35 
f. Integrated Circuits layout designs 
The TRIPS protects to layout designs that are the results of 
their creators' own intellectual efforts. The exclusive rights 
involve the right of reproduction, the right of Information, and 
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sales for trade purpose. The TRIPS agreement provides cover for 
layers. 
g. Undisclosed Information and trade secrets 
The TRIPS agreement covers those trade secrets or know-
how that has potential of commercial value and entails 
protection against disclosure, or to anti-commercial purposes. 
In addition to the above, in acknowledgement to its 
obligation under TRIPS, the Government of India has enacted the 
following acts. 
1. The Trade Marks Act, 1999 
2. The Geographical Indication of Goods (Registration and 
Protection) Act 1999 
3. The Semi Conductor Integrated Design Layant Act, 2000.36 
7.4. WTO Main Arsenals 
a. Trade Policy Review Mechanism {TPRM) 
The Trade Policy Review mechanism of WTO contemplates 
to get inside of trading policies as well as practices of member-
countries. TPRM also aims at making better adherence of WTO 
rules, disciplines and commitment, transparency by member 
countries. 
b. Understanding on Rules and Procedures Governing the 
Settlement of Disputes 
The constitution of Dispute Settlement Body (DSB) by WTO 
is central in adding sinews to its mechanism. The WTO garners 
more respect owing to settling disputes that makes the trading 
system more transparent and certain. 
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The last ten years have been defining in terms of India's 
integration into the global trading order. One of the first and 
most contentious cases that India was involved soon after its 
accession to the WTO was a case concerning TRIMs on its auto 
policy. At WTO dispute panel India has been directly involved in 
both as a complainant or respondent. Some of the cases where 
India has been complainant and respondent have been 
illustrated below: 
Table2.4 
Involvement of India as Complainant 
Reference No. 
WT/DS34 
WT/DS141 
WT/DS206 
Respondent 
Turkey 
European 
Community 
United States 
Third Party 
Hong Kong, Japan, 
Philippines, 
Thailand, United 
States 
Egypt, Japan and 
United States 
Chile, European 
Communities and 
Japan 
Matter 
Restriction on 
imports of textile 
and clothing 
products 
Anti-dumping 
duties on imports of 
cotton type bed lines 
Anti-dumping and 
counter vailing 
measures on steal 
plate from India 
Source : Nathani, S. and R. Narasalay, (2005), "WTO at Work in India and Indian 
Cases at the WTO - the First Decade", in Debroy, B. and M. Saqib (ed.), WTO at Ten 
(Vol. 1), Konark Publishers Pvt. Ltd. New Delhi, p. 279 
Table2.5 
Involvement of India As Respondent 
Reference No. 
WT/DS50 
WT/DS79 
WT/DS90 
Complainant 
United States 
European 
Communities 
United States 
Third Party 
European 
community and its 
member 
United States 
Matter 
Patent Protection for 
Pharmaceutical and 
Agricultural 
Chemical Products 
Same as above 
Qualitative 
restriction on 
imports of 
agricultural, textile 
and industrial 
products. 
Source: Nathani, S. and R. Narasalay, (2005), "WTO at Work in India and Indian 
Cases at the WTO - the First Decade", in Debroy, B. and M. Saqib (ed.), WTO at Ten 
(Vol. 1), Konark Publishers Pvt. Ltd. New Delhi, p. 279 
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7.5. Plurilateral Trade Agreements 
The Agreements on goods, services and intellectual 
property rights are grouped together under the heading 
"Multilateral Agreements". But there are some agreements in 
form of Plurilateral agreements whose acceptance is not 
mandatory to WTO membership. 
There were four Plurilateral Agreements on (a) Public 
Procurement (b) Trade in civil aircraft (c) International Dairy 
Products (e) International Bovine and Meats Products 
The International Dairy Agreement and International 
Bovine Meat Agreement were abandoned at the end of 1997 
8. Cross Cutting and Emerging Issues Between Developed 
and Developing Countries at WTO:A Focus On India 
The constitution of WTO mandates the organization to 
overseas the proper implementation of Uruguay Round 
Agreements, and append newer issues to its documents. Number 
of issues has risen in recent time. Some of the burning issues 
have been enumerated below 
(i) Regional Economic Grouping 
(ii) Trade and the environment 
(iii) Trade and Investment 
(iv) Competition Policy 
(v) Transparency in government procurement 
(vi) Trade facilitation 
(vii) Electronic Commerce 
(viii) Trade and Labor rights 
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(a) Regional Economic Grouping 
It is astonishing to note that under the multi-trade ambit, 
only 40 per cent of world-trade are routed through multilateral 
trading, whereas over 60 per cent of world trade are through 
RTAs. The WTO General Council has constituted the Regional 
Trade Agreement committee; with the aim to sift through 
whether the current mushrooming of these configurations shall 
facilitate or act as road block to multilateral trading system. 
b. Trade and Environment 
The developed countries are trying to foist environmental 
standards on the internationally traded goods and services. The 
lurking fear of the developing countries is that the developed 
economies may succeed in erecting a non-tariff barrier to the 
flow of multilateral trade in the guise for a link between 
environment and trade concerns. Specific areas that are of 
interest to these countries are: (i) elimination of subsidies that. 
contribute to over capacity in the fishers sector; (ii) further 
reform of agricultural subsidies and (iii) the elimination of 
restrictions on trade in 'environmental goods and services. WTO 
has constituted a Trade and Environment Committee. The 
committee oversees that the measures taken by member 
countries in the name of sustainable development do not act as 
stumbling block for the exporting countries. Thus the committee 
aims at making WTO tenets in fashion with trade measures 
necessitated to safe guard the environment. The committee also 
investigates the linkage between trade liberalization and the 
protection of the environment. 
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c. Trade and Investment 
At 1996 Singapore Ministerial Conference, ministers from 
WTO member countries reached at a decision to form a working 
group on trade and Investment. The proposed Multilateral 
Agreement on Investment seeks to set up mandate to invest, as a 
legal right and necessitate MFN and National Treatment to all 
foreign Investments regardless of extent and nature of 
investment and the areas involved. The developing countries too 
have apprehension in this agreement. 
d. Trade and Competition Policy 
Competition policy encompasses laws and regulations 
focusing at maintaining fair competition by debarring restrictive 
business practices among private enterprise. Under this 
agreement, developing countries fears that they will be forced 
establish domestic competition policies and make certain type of 
laws through which the distinctions that favor local firms and 
investors would not be allowed. 
e. Transparency in Government Procurement 
Under the Agreement on Government Procurement Policy, 
the developed countries wants to embark a process in the WTO 
whereby their companies are able to fetch lion share of the 
lucrative business and contracts for projects of the public sector 
in the developing countries. The aim of the agreement is to bring 
government spending policies, decision and procedures of all 
member countries under the umbrella of the WTO, where the 
principle of 'national treatment' will apply. The developing 
countries are against this agreement as their governments would 
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no longer be able to give favor of advantages to citizens or local 
firms. The Singapore Ministerial Conference had constituted a 
working group to assess on transparency in Government 
procurement practices in national policies of member countries. 
f. Trade facilitation 
The 1996 Singapore ministerial conference directed the 
WTO Goods Council to inspect work on the simplification of 
trade procedure with a view to facilitate the ambit for WTO rules 
in the area. 
The developing countries are against this agreement as 
they are unable to understand the extend that has to cover 
under the said agreement. 
g. Electronic Commerce 
The WTO members adopted a declaration on e-commerce 
at Geneva Ministerial in 1998. The General Council also adopted 
a work-program on September 25, 1998 through which issues 
relating to e-commerce were to be investigated by council for 
Trade in Services Council for Trade in Goods and TRIPS Council. 
h. Trade and Labor Rights 
Some developed countries are advocating that matter 
relating to labor standard should be included under WTO ambit. 
On the other hand developing countries including India are 
deadly against this issue. The developing countries apprehension 
is that the inclusion shall blunt their labor competitiveness in 
the sphere of international trade. 
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Developed countries were the one to place these issues 
before the WTO. Many of these issues (except e-commerce) have 
made a great divide between developed and developing countries 
Developed countries want that developing countries should ratify 
these emerging areas. Contrary to that, developing countries 
including India are deadly against to start negotiations on these 
issues. Developing countries have made it known that these 
areas entail galore studies for negotiations, which are hitherto 
absent. Developing countries have made it clear negotiations on 
these areas cannot materialize until they study their implications 
on their economy. 
9. Conclusion 
In this chapter an earnest endeavor has been made to 
incorporate the multifarious angles pertaining to the most world 
wide trade negotiations ever accomplished .The chapter has 
shredded light on the various agreements germinated and 
appended in the WTO constitution .A look at the WTO 
constitution manifests that it's rules and regulations are for the 
trade and commerce encompassing the goods, services and 
intellectual property. These agreements designed under the 
architecture of the WTO, acts as pedestal in fostering the 
augmentation of global trade and investment sans 
discrimination. The beeline of the majority of the developing 
economies at the WTO landscape corroborates that the global 
juggernaut has been accorded mandates to act as escorter for 
the developing economies in their quest to be at par with the 
developed economies at the global rung of trade and investment. 
The Doha Development Agenda (DDA) is principally been 
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conceived for the welfare and alleviating the economy of 
developing countries. The recent World Bank calculations reveals 
that the gains from multilateral trade liberalization under the 
WTO Doha Development Agenda could figure out to be more 
than US$ 800 billion by 2015, with more than half leaning to 
developing countries. This piece of statistics is self -axiomatic in 
manifesting the leverage that the developing economies can 
garner through WTO. The cross-cutting issues that have brought 
the stalemate at the various ministerial conferences are the bone 
of contentions between the developed and the developing 
economies. These issues need to be obviated in order to undo the 
temporary pause that has stemmed up in the ongoing trade 
negotiations at the WTO. 
India, being a founder member country of WTO has 
tailored its pace of liberalization mirroring the necessitated 
prescriptions of WTO. In sequence, India has also steadily 
embraced the galore guidelines of this global trade juggernaut 
pertaining to the arenas of trade in goods, services and 
intellectual property rights and thereby has substantially 
curtailed her import duties. The WTO is a forum where India can 
iron-out the problems and discriminations that it encounters at 
the higher echelon of trade and investment. It is sanguinely 
perceived that trading under the WTO umbrella shall make India 
accomplished the milestones carve-out by Goldman Sach's 
study titled "DREAMING WITH (BRICs): THE PATH TO 2050" and 
secondly by "INDIA VISION - 2020" a brainchild of India's 
Planning Commission. 
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The go home message emanating from the foregoing 
discussion is that the Indian government should undertake 
periodic review of how the agreements are operating at the 
domestic turf and simultaneously strive to find out the road 
blocks faced by the states and local bodies in the 
implementation of WTO guidelines. Central government of India 
should encourage the domestic business communities to provide 
the feed back on the practical problems that it encounter after 
India' imbibing of WTO commitments. These steps shall assist 
India in improving its dexterity at the table of on-going trade 
negotiations held under the WTO ministerial conferences. 
Among those agreements that Indian has ratified at the 
WTO arena, the subscription to GATS has maximum potential to 
leverage not only India's service sector but to economy on a 
whole. Under the Hong Kong Ministerial conference that took 
place from 13-18 December, negotiators from 149 countries 
came out with a draft text that proposed to end farm export 
subsidies either by 2010 or by 2013.Though the 44 page draft, 
however, remained silent on for finalizing the modalities. The 
text gave two dates for ending export subsidies-2010, and the 
other five years after the implementation of the agreement, which 
starts in 2008. This clause will give rich nations time till 2013 to 
phase out subsidies. The EU finally agreed to do away export 
subsidies on agricultural products by 2013. The developing 
countries including India were able to forge groupings such as 
G-20, G-33 and the much larger G-110 at Hong Kong. 
Developing countries including India, won an important 
concession in being allowed to reduce tariffs on industrial goods 
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less t h a n t h a t of developed count r ies . As it h a s been decided that 
abolit ion of export subs id ies for agr icul ture will in 2013-eight 
yea r s from now. The need of the h o u r is t h a t the developing 
count r ies should form a subs tan t i a l group, so t h a t t he developed 
count r ies a re m a d e to comply with, when the t ime comes . 
Under th is backdrop , t he s u b s e q u e n t chap te r s are 
p redomina ted by the theme of services in context to India and 
WTO. The ensu ing chap te r t h r ead bare examines the conceptual 
p a r t of services a n d thereby s imul taneous ly s c a n s the t rade and 
inves tment theories a n d thei r relevance on the burgeoning 
growth of services a t the global echelon of t r ade a n d investment . 
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1. Introduction 
The forgoing chapter dealt with the genesis as well as the 
architecture of a god-sent institution named as World Trade 
Organization (WTO). The chapter also succinctly dwelt upon the 
various agreements of the WTO's constitution, incorporating the 
arenas enfolded by Indian economy under the WTO's umbrella. 
The present chapter purports to delve into conceptual aspects of 
the services. The chapter scans whether the standard kit of 
international theories, pertaining to services have acted as 
guiding torch at the realm of trade and investment or not. It 
further peeps into the ingredients stimulating the growth of 
services and also presents at length accounts as regards the role 
of services at the developing countries' domain. 
Trade in Goods was hitherto acknowledged as the sole forte 
of global trade and commerce, but the fag end of twentieth 
century witnessed the emergence of trade in services making 
dent at the landscape of international trade. More than the 
change in the pattern of goods, the change in favor of services in 
foreign trade was manifested. The service sector in vogue 
envelops a wide range of areas and activities. It spread beyond 
the conventional arenas of finance, transport, communication 
and tourism to young dynamic arenas such as information 
technology and electronic commerce. Nascent and emerging 
areas such as environmental and educational services are also 
constituents of this sector in the modern era. The sheer 
heterogeneity as well as spectrum of services transcends the 
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hitherto static attributes of non-storability, non-tradability and 
intangibility. l 
2. Concepts of Services 
While reviewing the galore studies presented on services, 
there is still a cfebate as to the varied concepts of services. The 
classical economists characterized services as product of labor 
that perish at the moment the labor is performed, giving an air of 
intangibility.2 Adam Smith in his momentous work titled "wealth 
of Nations" made a demarcation between 'productive and 
unproductive labor where the former was linked in producing 
vendable commodities while the work of latter perished at the 
very instant of production.3 Fridrich List, while contemplating 
the evolution of the growing economy, defined its ultimate stage 
as "commerce-inclusive stage attributed by a significant share of 
service sector in production and in consumption.4 Colin Clark 
brought out th§.t services, as a residual approach, encompass 
those activities that are not covered under primary and 
secondary sector.5 
Allan Fisher and Colin Clark were the pioneer in sketching 
demarcation line among the primary, secondary and service 
sectors. Hill (19?7) 6 differentiated between goods and services on 
the basis of atttfbutes attached with them. He highlighted that 
the producers of service can neither store nor accumulate 
service, focusing that service has to be exhausted as they are 
produced. Hill had traced out three attributes of services. One, 
as a transaction between separate economic unit, second, as a 
activity adding value to goods, third, as a level of contact 
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between the buyer and the seller superceding the extent entailed 
in goods transaction. 
Shelp Stevenson, Truit and Wason (1984) 7 distinguished five 
different categories of services associated with stages of 
development, which are enumerated below: 
• At the first rung are the unskilled personal services such as 
housekeeping services and street vending service. 
• At the second stage, skilled personal service which emerges 
on account of escalation in pace of industrial revolution. It is 
on the account of Industrial revolution that led to germination 
of government services and social services. 
• At the third stage, complexities and sophistication get injected 
in industries. As a result, skilled services are entailed, which 
get executed by legal, accounting firms, banks and insurance 
companies. 
• At the fourth stage, it is the industries that dispense affluence 
among the mass and thereby facilitate ground for 
consumerable services in the form of travel and 
entertainment. 
• Lastly, the initiation of technology and breakthrough 
innovation paved the trajectory of high technology services. 
Baumol (1985)8 designed three major classifications for 
services. These are stagnant services like haircuts, progressive 
personal service like electronic communications and 
asymptotically stagnant impersonal services, which are blend of 
the first two like computation involving computer software and 
hardware. The studies by Bhagwati (1984, 1985, 1987)9 were the 
one that broke new grounds in the services literature. Bhagwati 
revealed that the spurring of service sector gets nourishment on 
account of transportation of economic activity. The incessant 
technical and structural changes paved the way for continuous 
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activities during which services splinter off from goods and goods 
in turn splinter off from services. Further, the splintering process 
is linked with disembodiment effect. Bhagwati further 
deliberated that the services from goods splintering process 
generally spawned service activities which are technically 
progressive and possibly capital intensive, whereas the goods 
from services splintering process reveals the disembodiment 
effect, most oftenly leaving a residence of service activities which 
are technically unprogressive and generally labor intensive. 
Stern and Hockman (1988) 10 focused that services can be (i) 
complementary to trade in goods (ii) substitute for trade in goods 
unrelated to goods.(iii)Unrelated to goods. 
Hirsch (1989)11 deliberated as to why services are 
demanded? Hirsch opined that service is procured to facilitate 
any of the following objectives: 
• Instant benefits (e.g., travel, entertainment, haircuts etc.) 
• Enhancements of user's consumption benefit capacity by 
reducing the cost-benefit ratio per product transaction (e.g., 
transport communication, financial service, insurance, etc.) 
• Enhancement of user's productive capacity by reducing the 
cost-benefit ratio per unit of output (e.g., transport, training 
business service, medical services). 
Melvin (1989)12 classified services into three forms. Firstly 
there are contact services that entail double coincidence of time 
and space, such as medical services. Secondly there are 
substitution services, where personal contacts, may be opted for, 
but close substitutes may be provided through intermediation. 
Intermediary services are those necessitated for market-clearing. 
Thus a good number of studies above have thread bare 
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examined and reviewed the various modes of services. To sum 
up, it can be cogently inferred that services mirror the following 
principal attributes: 
• Non-transferability and non-storability 
• Heterogeneous and feasible in production. 
• Add value to goods. 
o Residual activities not encompassed in agriculture and 
manufacture. 
In nutshell, it can be perceived that the services can be 
classified in a number of ways, such as, Intermediate and final 
services, Market and non-market services, Distribution, 
Producer, Social and personal services and Capital-intensive, 
human-capital-intensive and knowledge-intensive services. 
3. Frame work of Trade in Services 
A country's international trade encompasses both visible 
and invisible items, such as merchandise goods, factor services 
and non-factor services. International trade in services is the 
supply by residents of one country to demanders resident in 
another country of services that are not incorporated in goods 
(other than in the paper, film, disks and the other used to record 
and transfer the service). The receiver of the service, may be a 
person like (a haircut, entertainment or transport), a legal entity, 
such as (a company or government insurance or banking) or 
objects such as airplanes (for repairs or airport services) or 
merchandise (for transport). 13- For some of the trade in services 
transactions, it is indispensable that the receiver of the services 
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is close to the supplier, like in the case of surgery and repairs, 
tourism and transport services. On the other hand, there are 
international service transactions that are supplied without the 
nearness of supplier. Such services are architectural and 
computing services, boarding entertainment, which can be 
communicated through mail or by electronic means. 14 
The principle of trade in services is not as forthright as the 
concept of trade in goods. The main reason owns to its 
identification. On one hand there is national accounts system, 
which is useful for examining the relative importance of the 
services sector to the national economy, whereas the country's 
balance of payments reveals classification of services for the 
purpose of examining international trade in services. Table-1 
presents a comprehensive account as regards identification of 
services sector. 
Services contain factor and non-factor services. Factor 
services or factor income include incomes on direct investment, 
portfolio investments, re-invested earnings on direct investment, 
whereas non-factor services comprise a wide range of economic 
outputs such as advertising, banking, data processing, 
engineering and construction, education, insurance, leasing and 
transportation.15 For the purpose of balance of payments 
accounting, as published by IMF and its member counties, non-
factor services are broadly grouped into travel, transportation, 
insurance and technology. 
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Table-! 
Identification of Services Sectors 
Balance of Payments National Accounts 
1.Goods and Services 1. Primary 
a. Goods 2. Manufacturing 
b.Services 3. Services Sector 
Tradable Services 
Construction 
Transportation services 
Travel Services 
Communication Services 
Insurance Services 
Financial Services 
Computer and Information Services 
Royalties and license Services 
Personal, Cultural and recreational Services 
Other Services, Private (including real estate) 
Government Services 
Non-tradable Services 
Electricity, Water, Gas 
Ownership of Dwellings 
2. Income: Investment income and 
Compensation of employees 
3. Currents Transfers 
Source: Kang, J .S , "The Services Sector in Output and in International Trade "In 
Impediments to Trade in Services Measurement and Policy Implication by 
Christopher Findlay and Tony Warren, (2000), Routledge, London and New 
York.,p.20 
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Most economists have categorized international transaction 
in services into three groups. 
• Cross-border or separated trade analysis to trade in goods. 
• Transactions that entail the movement of the producer to the 
location of demander (demander-located services) and 
• Transactions that imply the movement of the consumer to the 
location of provider (provider-located service)16 
Sampson and Snape (1985) 17 and Sapir and Winter (1994) 
were the pioneers in revamping the designing of international 
trade in services. Their classification of international transaction 
in services rests on the impediment on the physical location of 
producer and consumer in achieving the transactions. 
• Services transactions sans the movement of producer and 
consumer of service. 
• Services transactions for which the consumers move across 
the boundaries to the infeasible producer. 
• Services transactions that are attained by the temporary 
movement of factors of production across national border 
while the consumer does not move. 
• Services transactions by means of permanent local 
establishment via a foreign affiliate of a firm emerging from a 
different country. 
The institution of World Trade Organization (WTO) formed 
in April 1994 and came in force in J anuary 1995, under its 
cardinal wing named as General Agreement on Trade in Services 
(GATS) has imbibed the above cited brainchild of Sampson and 
Snape (1985) and Sapir and winter (1994). The GATS has 
recognized the flow of services through four routes. In WTO 
Jargon these are called as modes of supply" 
Mode 1: Cross border supply 
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Mode 2: Consumption Abroad 
Mode 3: Commercial Presence 
Mode 4: Movement of Natural persons 
For enhancing the clarity on services, the United Nations 
has brought out the central product classification (CPC). This 
classification rests on products and picks out more than 600 
services products. The CPC classification is now applied as 
reference for the identification of services under the GATS and 
also expresses the services components in the balance of 
payments as recommended in the IMF's Balance of Payments 
Manual (IMF 1993). 
United Nations International Standard Industrial 
classification (ISIC) has enriched the lexicon of trade in service. 
The comprehensive categories of services are electricity, gas and 
water; construction, whole sale and retail trade; hotels and 
restaurants; transport, storage and warehousing; post and 
telecommunications; financials institutions; insurance; real 
estate; business services; machinery and equipment rental and 
leasing; public administration and defense; sanitary an social 
services; social and related community services (including 
education, research and scientific institution, radio and 
television broadcasting, entertainment services); and personal 
and household services.18 
4. Skills Needed for Trade in Services 
Trade in services encompasses galore services under its 
ambit. Different traded services necessitate particular services. 
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a. Low-skill Services. They demand generally not very high 
levels of formal education fundamental knowledge of 
relevant language. Data entry; call centers are some of the 
low-skills services. 
b. Medium-Skill Services - Services included under this 
ambit calls for specialized training, more advanced skills. 
Ticketing, billing and accounting services are some of main 
medium-skill services. 
c. High-Skill Services - Such services comprising advanced 
skills at high levels of specialization, often with strong 
educational background. Technology system design, new 
software development and animation are some of main 
high-skill services. 
5. Conceptual Review 0f Trade and Foreign Investment: 
Theories and approaches 
5.1. Theories on International Trade 
With the concept of self-sufficiency becoming passe, the 
process of economic linkage in world economy has become 
driving anthem in today's business world. In consonance to 
global trade scenario, the globalization of services have also 
proliferated with high pace- Thereby this escalation of services 
has advanced the pace of discourse on multifaceted issues 
pertaining to trade and investment in services. The international 
trade theories have sheded light on providing correspondence to 
warranting interrogations like why do countries import goods 
that can be produced domestically? How much to trade? With 
whom to trade? 
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Under this backdrop, it is quite topical to sift through 
whether the theories of trade and investment that have their 
bearing on goods (merchandise) are able to fetch analogous 
applicability on services 'realm. Some of the prominent trade 
theories that have been in vogue in the realm of trade are briefly 
reviewed in the succeeding paragraphs. 
a. Mercantilism19 
The mercantilism theory was promogulated for the 
benefits of colonial powers. This trade theory paved the 
foundation stone of economic thought from the period 1500 to 
1800. The theory helds that a country's wealth was gauged by its 
holding of treasure, mostly in form of gold. The theory also 
advocates that countries should export more than they import 
and receive their trade surplus in form of gold from the country 
that runs in deficits. 
b. Smith's Theory of Absolute Difference in Costs.20 
The theory recommends that each country should 
specialize in production of those commodities, which it can 
produce more cheaply than others and exchange for those 
commodities which cost less in other countries. 
c. Ricardo's Theory of Comparative Difference in Costs.21 
The theory states that it is comparative difference in costs 
that govern trade relations between two countries. Production 
costs differ in countries on account of geographical division of 
labor and specialization in production. The essence of the theory 
follows that each country should specialize in the production of 
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those commodities in which it has the greatest advantages or the 
least comparative disadvantage. 
d. The Productivity Theory22 
The productivity theory focuses toward the indirect 
dynamic benefits from international trade. By widening the size 
of the market, international trade makes a greater use of 
machinery, foster inventions and innovations. Larger volume of 
market enhances the labor productivity and facilitates the 
trading country to enjoy increasing returns, lower costs and 
thereby attain the economic development. 
e. The Theory of Opportunity Costs2 3 
The theory presents a simplified version of general 
equilibrium model of international trade. It throws light on the 
vital role of factor substitution in trade theory and examines pre 
and post trade situations under cost increasing and decreasing 
opportunity costs. 
f. Mills Theory of Reciprocal Demand24 
It reveals the country's demand for one commodity in 
terms of quantities of the other commodity that it is prepared to 
give up in exchange. The theory states that it is reciprocal 
demand that governs the terms of trade, which ultimately 
influence the relative share of each country. 
g. The Heckcher - Ohlin Theory25 
The Heckscher-Ohlin theory advocates that the main 
determinant of the pattern of production, specialization and 
trade among regions is the relative availability of factor 
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endowments and factor prices. The theory recommends that the 
main ground of trade between regions is the difference in prices 
of commodities based on relative factor endowments and factor 
price. 
h. The Kravis Theory of Availability26 
The theory states that the commodity composition of trade 
is designed by "availability". Trade takes place in only those 
goods that are not available at home. This theory provided two 
statements. Firstly country will import those products, which are 
not available at home turf. Secondly, export those products that 
have more supply than demand. 
i. Linder's Theory of volume of Trade and Demand 
Pattern27 
The theory states that the country will export its 
commodities to those economies whose income levels and 
demands are in consonance with those of exporting country. 
This is known as 'preference similarity'. Thus the theory insists 
that trade zooms between those countries that mirror same 
capital labor ratios and per capita income level. 
j . Posner's Imitation Gap or Technological Gap Theory28 
Posner theory advocates technological change as an 
incessant process, which holds the pattern of International 
trade. When the technological innovation takes the form of 
production of new good in one country, it leads to the limitation 
gap and creates demand gap in other country. The intensity and 
volume to which trade will flow between the two countries rests 
on the net effect of the demand lag and imitation gap. 
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k. Vernon's Product Cycle Theory29 
This theory continues to act as a beacon for firms to 
innovate new products in all countries of the world. The theory 
reveals that the comparative advantage shifts away from 
innovating industries and makes their home in countries that 
becomes exporters rather importers of new products. 
1. Kennen's Theofy of Human Capital30 
By incorporating the value of human capital in production 
process, the theory gave recognition and respect to human 
being. The theory reveals that investing in education creates 
human capital. The tlieory also advocates that the application of 
capital to labor force will enhance the rate of return on physical 
capital. 
m. Emmanuel's Theory of Unequal Exchange31 
The theory sheds light on the variances of development 
between the developed and developing countries. The theory 
states that the main reasons for economic inequality between 
developed countries and least developed countries is on account 
of differences in techniques of production and difference in 
wages which lead to unequal exchange in trade. 
n. The Vent-For-Surplus Theory32 
The theory provides light in exploring; as how colonial's 
under developed economies were a_hle to shake hands with 
foreign trade. The theory states that the underdeveloped 
countries generally have some products in surplus, once the 
domestic demand is quenched. This surplus becomes tradable 
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items. The vent-for-surplus approach has a limited scope of 
applicability. 
o. Theory of Country Size3 3 
The theory advocates that countries with large areas are 
more likely to have varied climates and are bestowed with more 
natural resources in comparison to smaller countries. 
p. Country - Similarity Theory34 
This theory holds that once a producer has developed new 
product in response to observed market conditions in home 
market, it will turn to market that are expected to match more 
similarity to those at home. 
q. Theory of Dependence3 5 
This theory forms a continuum with independence at one 
extreme, dependence on the other and interdependence 
somewhere in middle. As per this theory, no countries are 
located at the either extreme of this continuum; however, some 
tends to form cluster to one extreme than the other. In the case 
of independence, a country would have no assistance on others 
for any goods, services or technologies. In case interdependence, 
there occurs the development of trade relationship on the basis 
of mutual need. Whereas, in of dependence, many developing 
countries have relied too heavily on other countries. 
r. Theory of Endogenous Growth36 
This theory states that run counter to the ideas of 
conventional neoclassical economies regarding the role of state 
in economy and the institutional framework of economic 
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activities. The theory highlights the highly uneven distribution of 
wealth in the international economy. 
s. The New Economic Geography37 
The theory takes in to consideration factor mobility and 
falling costs of transportation between periphery and core 
regions. The interactions of increasing returns, decreasing 
transportation costs and factor mobility can lead to further 
agglomeration or concentration of economic activities within core 
region. 
t. Strategic Trade Theory38 
The central theme of new strategic trade theory (STT) is 
that firms and governments can act strategically in imperfect 
global market and improves its country's balance of trade and 
national welfare. The theory posits that some markets are 
characterized by imperfect or oligopolistic competition. This 
theory departs from conventional trade theory in its assumption 
that certain economic sectors are more important than other for 
overall economy. 
Above documented trade theories have very cogently 
audited the genesis of elevation of trade from domestic level to 
international landscape. It can be categorically deduced that the 
Ricardo's theory of comparative advantage and Heckcher-Ohlin 
of endowment factor theory had encapsulated the quintessential 
of all the theories cited above. Both these theories advocate that 
the trade get nourishment in a country on account of their low 
opportunity cost and relative endowments of land, labor and 
capital and their relative costs. 
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Scanning the proliferation of services through the lens of 
these enumerated trade theories, it is revealed that it is only on 
these very grounds that have made nations unconquerable in 
respect of selected trade in services. Swish firms are invincible in 
banking, logistical services and security services. Singapore had 
revealed her forte in ship repair, part and terminal services. 
America is miles ahead in hotel and other service industries. 
Thus, notwithstanding, the cardinal variance in the inherent-
attributes of goods and services, the kit of international trade 
theories have transcended these incompatibilities and have 
convincely enveloped trade in services too. Thereby the trade in 
services mirrors the trade in goods in adhering to the rules of 
comparative advantage. 
5.2. Theories of Foreign Investment viz-a-viz Services 
The growth of the foreign direct investment (FDI) has 
superseded that of global output and trade. The contemporary 
trade and investment reports manifest that under the FDI 
umbrella, the share of services investment in the global annual 
flow has been over 50 per cent in the late 1990s'.Thus it is self-
axiomatic to note the prowess of the services. The hitherto 
attributes of non-tradability in services is perceived to be staple 
determinant in making FDI as a dominant mode of delivery for 
many services. There are number of services that necessitate the 
interaction between the producers and the consumers and 
frequently these services have to be utilized and exhausted 
simultaneously with production. As a result, they cannot be 
transported and therefore are traded across borders. 
Acknowledging this potent of FDI in services, WTO has 
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categories FDI as one of the routes of trade in services named as 
Mode 3 (commercial Presence). Mostly, FDI in services 
encompasses knowledge capital, materializing in shape of 
managerial services, engineering services, financial services, 
marketing services and information services and similar 
services.39 
The trade in services has enhanced the stride of FDI. FDI 
in services has brought out positive effects on the consumers of 
final services and also on the producers seeking intermediate 
services. FDI in services has improved the provision of services 
in terms of supply, cost, and quality of services. The FDI in 
services has facilitated the expansion of capital-intensive 
services such as telecommunication. The most notable support 
of FDI in services to the developing countries is in the transfer of 
technology. FDI in services has led to proliferation of TNCs and 
MNCs. The services TNCs has thrown open new modes of doing 
business, with latest pricing structure, better information 
management processes. 
Under this backdrop an endeavor to scan the framework of 
foreign investment is made. To examine the determinants and 
effects of foreign investment, a large number of studies have 
been conceived. 
In a milestone study, (Agarwal) analyzed the different facets 
relating to foreign direct investment theories under perfect 
market conditions. The study highlighted on differential rates of 
return, portfolio diversification and market size. Further, it 
encompassed theories under imperfect market conditions. A 
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number of deliberations on the subject have been made in same 
fashion. Kojima and Ozana (1984) distinguished between micro 
and macro model of foreign direct investment.Boddewyn (1985) 
has categorized the theories according to conditions or 
circumstances for foreign direct investment. 
There are a number of theories that have been germinated 
to elucidate the rationale of FDI activities. Few theories on 
foreign investment have been culled and appreciated below. 
Theories have been bifurcated under two classifications, namely 
The Perfect Market Conditions and The Imperfect Market 
Conditions. 
A. Theories of Foreign Investment under Perfect Market 
Conditions. 
(i). Differential Rates of Return40: It relates to the shifting in 
the pouring of capital from low rate of return countries to high 
rate of return countries. The decision in respect to investment is 
gauged by weighing the marginal cost of capital with the 
marginal return. Investment decision will be inclined toward 
other countries, rather than home countries provided that the 
marginal return is higher than that at home along with the posit 
that the marginal cost of capital is at par. 
(ii). Portfolio Diversification Theory41 
This theory is acknowledged as an improved version of 
differential rate of return on account of encompassing the risk 
factor. As per this theory, foreign direct investment is 
acknowledged as international portfolio diversification. Various 
efforts were made to gauge the mettle of this theory. One 
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approach was to delve the share of foreign direct investment 
going to a group of countries by relating it to the average return 
on these investment and the risk associated with these 
investment gauged by the difference of the average return. 
(iii). Output and Market Size Approaches42 
The output and the market size approaches pertain to 
foreign direct investment. The output approach encompasses the 
variable of output, while market approach envelops the host 
country's GDP or GNP as the proxy for sales potential. The new 
classical model of domestic investment theory accords the 
importance of output for foreign direct investments, while the 
relevance of host country's market size has been postulated 
rather than drawn from theoretical model. Despite, without 
sound theoretical backing, a large number of empirical papers 
have appreciated the market size of the host country. Some 
authors have differentiated between external and internal 
determinants of foreign direct investment with market size being 
an external factor and sales of foreign subsidiaries as internal 
factor. The empirical test upholds the notion of association of 
higher level of sales by foreign subsidiary and of the host 
countries income growth with higher foreign direct investment. 
B. Theories of Foreign Investment under Imperfect 
Market Conditions 
The theories discussed above were sans imperfect market 
conditions. Hymer was the first researcher to shed light on the 
view that the structure of market and specific attributes of firm 
play a vital role in elucidating the foreign direct investment. 
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i. Industrial Organization43 
The industrial organization theory rests on the study of 
structural imperfections. Structural imperfections assist the 
multinational firm in enhancing its market strength, economies 
of scale, advantages of knowledge, distribution network, product 
diversification and credit advantages. The industrial organization 
theory draws light toward the problems that the multinational 
firm encountered when its operation get started. These 
difficulties encompass difficulties of managing operation, 
customer preferences technological standard. The merits of 
multinational firms are the brand name, talent, and superior 
technology, economies of scale. Grahman and Krugman(1989) 
applied this theory in rationalizing the growth of foreign direct 
investment in the United States. 
ii. Internationalization Theory44 
The study on transaction costs gave rise to the 
internalization theory of foreign investment. The internalization 
theory shed lights on the existence of foreign direct investment 
as a result of firms replacing market transaction with formal 
transactions. This is a way of avoiding market imperfection for 
intermediate inputs. Modern business follow may activities in 
addition to the daily activities of producing goods and services. 
Other activities include marketing, Research and Development 
and training of labor that are related with the flows of knowledge 
and expertise. As per this theory, the internalization of markets 
beyond the national boundaries leads to the formation of 
multinational firm that result in the foreign direct investment. 
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The internalization theory is also termed as general theory of 
foreign direct investment. 
iii. Eclectic Theory^ 
Dunning, who amalgamated the gist of three theories i.e., 
location theory, internalization theory and industrial theory 
coined u p this theory. As per this theory, the extent, pattern and 
growth of value added activities by transnational corporation 
(TNC) hinges on their competitive superiority to local firms. The 
advantages include ownership, locational and internalization 
advantages (OLI), i.e., propensity for a firm to invest in foreign 
location depends on a combination or three elements. 
• Its ownership of core-completeness or specific intangible 
assets that enhances competitive advantages. 
• Locational advantages that would derive from a transfer of 
operations on to a new region. 
• Internalization advantages that may accrue to such investing 
firms. 
The eclectic approach explains that all the foreign direct 
investments can be studies with the help of above three 
conditions. This theory also proclaims that the advantage of this 
theory is subject to change over a period of time. 
iv. Oligopolistic Reaction Theory 
Knicker boeker 46stated that foreign investment by one firm 
leads to similar investments by other big firms in the industry in 
order to maintain their market share. In the same background 
Hufbauer (1975) 47 stated that owning to enhanced industrial 
concentration, the competitors strive among themselves to 
achieve cost or marketing advantages over each other. An 
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implication of this hypothesis is that the process of foreign direct 
investment by multinational firm is self limiting and owing to the 
invasion of each other's home market, it shall spur the 
competition and reduce the intensity of oligopolistic reaction. 
v. Yo and Ito in (1998) ^ 
Yo and Ito analyzed the factors, which stimulates initial 
investment by multinational corporations. The upshot of their 
study stated that the foreign direct investment is fostered by 
movement of competititors related to host countries and firm 
related factors. The study further stated that the firms in 
oligopolistic industries contemplate their competitor activities 
and make decision on foreign direct investment on the same 
economic parameter. 
In fine, it can be deduced that the theories of investment 
have sheded light on different micro and macro economic factors 
that impinge foreign investment including FDI. There are 
number of endogenous and exogenous determinants that 
influence the decision of making FDI. The gist of all these 
theories bare out that the production transcends the border, 
when a combination of ingredients from both the countries are 
cheaper, or better, or unavailable in one of the countries. 
Keeping the attributes of the theories as touchstone, a look 
on important determinants of FDI in services is made. While 
delving into the determinants of FDI in services, it is brought out 
that the market size is an important factor for inward FDI in 
most of the countries. The FDI in services get into those 
destinations that have large market size. In the same manner, 
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the rules governing the FDI policies of the host government is 
also considered as important factor for the FDI inflow. 
Competitive advantage is also important factor upon which the 
service FDI hinges upon. With the increase in international 
competition in services, the flow of services FDI enhances. 
Another determinant for services FDI is the ologopolistics 
reaction. Oligopolistic reaction means that the firms follow their 
competitors in setting up of their units. 
The study by Gray and Gray (1981), Rugman (1981) and 
UNCTC (1980,) Schroth and Korth (1988) have corroborated that 
the market size is significant determinant for FDI in services 
Studies done by OECD (1982,1987) and Walter (1985)have 
demonstrate the factor of host policies as an important factor for 
FDI in servcies49. It has been testified by number of studies that 
oligopolistic reaction has increased the flow of services FDI. 
These determinants were the essences of various theories of 
foreign investment, for example, eclectic theory (Dunning 1988), 
internationalization theory, (Buckley and Cassonl976), 
oligopolistic reaction (Knicker bocker 1973). Thus, it can 
unarguably be appreciated that the determinants of FDI in 
services follow the canons identified by different theories of 
foreign investment. Hence, the theories of foreign investment are 
befitting on the landscape of FDI in services. 
6. Ingredients Propelling the Growth of Services 
Global studies have corroborated and thereby 
acknowledged that services are the new millennium's most 
sought after sector. The burgeoning pace of this sector is 
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attributed to a number of ingredients. Some of the very cardinal 
determinants are analysed and incorporated in this part of the 
chapter. 
On account of rapid transformation and development in IT 
and telecommunication, it has become viable to carry out 
services over long distance at inexpensive costs. Under this 
backdrop of ever-growing embodiment of information technology, 
services like education, medical have became tradable in nature. 
With the enhancement in scope to contact with distant 
consumers through the proliferation of telephone and on-line 
data communications, it has become quite easy to reach out for 
buyer not only of domestic but foreign countries also. 
The growing competition in business has made the services 
even more significant and vital as the success of the firm hinges 
on the facilitating specialized form of financing and after sales 
facilities. The spate of cross-border movement of MNCs is also 
accelerating the pace of trade and investment in services. With 
the advent of liberalization, services have shifted from being a 
part of cost to revenue generators in private service. 
Liberalization facilitates the flow of foreign factor, which in turn 
increase, the scale of activity. 
Privatization has encompassed services like waste disposal, 
telecommunication, health care and education under its ambit. 
As the cost effectiveness has become the watchword, outsourcing 
has started mushrooming at the national and international level. 
Large scale outsourcing of the production stages i.e., the supply 
of a formerly in-house-produced inputs, have also increased the 
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pace of trade in servcies.Bhagwati (1984) had coined this term as 
a splintering process. The outsourcing of services has made 
services available at economical rates, right time and of best 
quality. Modern technology and latest management techniques 
have penetrated in service sector. Thus the services are able to 
unravel the contemporary global business intricacies. 
Another factor leading to rise in service is the proliferation 
of multi-unit firms. These firms work with systematization and 
standardization in catering to the services. These firms are able 
to enjoy economies of scale in number of areas of business. The 
multi-unit firm is able to conduct informal and formal R&D.With 
more technological progress, services have been playing a greater 
role in coordinating their production. 
The betterment and extension of transportation have 
evolved new trajectory for the service companies. Services 
companies have been able to build a web of contact with 
suppliers. All the activities are well coordinated. Services 
companies are able to disseminate the strategies in affiliates 
units . The modern travel has facilitated the firm's service 
provider to services. 
It is acknowledged that the demand for the services in the 
total intermediate demand by manufacturing firm grows with the 
development of economy. The current blending of services and 
manufacturing goods has escalated the growth of services. It has 
increased the pace of productivity and has spurred the 
competitiveness in companies. Higher ingredients of services 
have brought greater degree of specialization and have improved 
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the productivity in manufacturing services. Services have helped 
the manufacturing sector in imbibing new innovation, which has 
increased the production capacity of firms. It h a s been proved 
that with the increased expenditure on producer services, the 
efficiency of production spurs . The fast demographic change has 
also fortified the growth of services. Owing to more disposable 
amount of money, populaces have started yearning for better 
quality of life. Leading urbanization has led to breaking up of 
joint family activities, thereby have led more sophistication in 
personal service 
7. Trade in Services -A Developing country's Perspectives 
It is quite pertinent to note that the developing countries 
are themselves a heterogeneous group of economies ranging 
from rapidly growing Asian economies, hardly growing African 
economies and very slow moving least developed economies.50 
Services, like manufacturing have been demonstrating their 
potent in escalating the pace of developing countries' economies. 
A glance at the domestic echelon of developing economies reveals 
that services are in multifarious forms. Transport services have 
played a crucial role in developing countries. Transport services 
have been instrumental in transportation of passengers and 
freights; it has also promoted other services of developing 
countries. Distribution services have played crucial role to the 
functioning of a modern market economy. Distribution services 
facilitate alliance between producers and consumers. 
Distribution services have led to better allocation of resources. 
Construction and consultancy services have facilitated the 
infrastructural developments and a transfer of technology .The 
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financial services has stimulated the economic activity of 
developing countries. This sector also acts as a medium in 
channeling resources to all sectors of economy, thereby 
contributing toward the long-term growth and efficiency. Better 
financial services have brought spillover effect on other services 
The role of trade in services in developing countries may 
not be in uniformity on account of variance in their capacity to 
imbibing the prescription of liberalization. Nevertheless, from 
general perspective, it is workable to calibrate the role of trade in 
services in the development of the developing economies. The 
global trade statistics communicate that the developing 
countries besides having an edge in certain types of clothing, 
steel, shipbuilding, footwear and food products have also 
comparative advantages in certain services, like, for example, 
tourism, professional services and construction services This 
comparative advantage stems up owing to ample resource of 
labor with requisite skill. It is recognized that with the opening of 
trade in services, developing countries have been able to upgrade 
their roads, airports etc. Upliftment of these services has 
ameliorated their competiveness and simultaneously has 
enhanced the development prospects of economies. It has been 
endorsed that with the opening of trade in services, countries 
have been able to bring down the prices of services and has 
enhanced the quality as well as broadened the range of 
consumer selection. The manufacturing firms of developed 
countries have of late, started outsourcing those services that 
were previously provided in house, on account of availability of 
cheap labor in the developing countries. Developing countries 
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have started capitalizing their inherent attributes of geographical 
location and natural endowment. Off shoring of services such as 
call center, business processes outsourcing is gathering pace in 
developing countries on account of time zone location as a part 
of vital link for 24-hour business transactions. It has been 
witnessed that those developing countries that have signaled 
green to trade in services have seen greater product and process 
innovation at their landscape. Thus it has been cogently 
acknowledged that as the pace of globalization in the developing 
countries have escalated; trade in services has provided 
opportunity for the developing economies in carving niche under 
the global trade ambience. Fact-finding studies have attested 
that proportionally higher services exports are the hallmarks of 
high growth economies. 
8. Conclusion 
The global studies have corroborated the prowess of 
services sector. A number of studies have endorsed the Petty's 
law which advocates that as the pace of economy stems up, a 
noticeable shift of population from agriculture to manufacture 
and from manufacture to services shall take place. The current 
chapter has documented very succinctly the basic framework of 
services. The chapter has revealed that owing to insufficient 
literature on the theory of trade in services, the gist of theories of 
goods has unlocked the rationale behind the proliferation of 
services. But it is quite pertinent to note that service sector with 
the attributes of non-transportability and intangibility along with 
fast changing characteristics, desperately entail for a new theory 
of trade in services. Similarly, the theories of investment in goods 
108 
Concepts And Framework of Trade in 
Sewicea: CI Skemiticat tReuieux 
have been able to decode the genesis of FDI in services but with 
the surge of non-equity form of foreign involvement in the form of 
licensing, management contracting, it is of paramount 
significance to bring out new theory for investment in services. 
Under the new economy, international success in services 
has become as vital to nations as that of manufacturing. 
Services have increased the level of productivity and growth of 
economy. Services have encapsulated a large share of 
employment in nations. The opening of services to international 
competition has become green pasture for MNCs and TNCs. The 
succeeding chapter envelops the patterns and configurations 
pertaining to contemporary services from the global realm as well 
as from Indian points of view. 
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1. Introduction 
The previous chapter threw light on concepts and 
framework of trade in service: a theoretical review, where it was 
indisputably deduced that the theories of trade and foreign 
investment have unlocked the root cause of proliferation of trade 
in services. This chapter peeps into the contemporary 
configuration of trade in services at global echelon of trade and 
investment. An endeavor has therefore been made to examine 
and sift through the export and import of global services along 
with FDI and cross border M &As in services. 
The Trade in services as a matter of fact have been 
galvanized by number of ingredients mainly by emergence of 
transnational corporations, rising demand for services around 
the world, rapid advances in information and communication 
technology and de-regulation and liberalization of many service 
sectors along with pressure of reducing the cost and increasing 
the productivity.! Services account for 20 per cent of global trade 
and 5 per cent of global GDP. Services are high employment-
generating sector and employs as high as 40 per cent and 70 per 
cent of the workforce in the developing and developed countries 
respectively.2. Services represent 20 per cent of world export in 
2002.3 The international trade in services have been dominated 
by the developed countries on account of their competiveness in 
services germinated through the candy provided by their 
respective governments. Whereas the share of developing 
countries had hitherto been of meager one, but with the onset of 
liberalization through the unilateral, bilateral, regional block and 
sizeablely by ratifying the multilateral agreements under the 
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GATS ambit, it is deduced that developing countries have potent 
to make their presence felt in global trade and investment in 
services. The global shift in services provide large potential 
benefits for countries at both ends of the process; the receiving 
countries gain jobs, skills, access to foreign markets and other 
benefits while the sending ones improve their competitiveness 
and move into higher value activities.4 
2. GDP in Major Regions/Economies of World 
a. Sectoral Share of Services 
The share of services in the national products of most 
countries has increased steadily during the past four decades; in 
developed economies, the share of services in GDP has increased 
to72 per cent, and in developing and CEE countries the shares 
have risen to 52 per cent and 57 per cent respectively.5 The 
ensuing table substantiates the prowess of services in the world 
GDP. Table 4.1 manifests data on sectoral share of GDP in major 
regions/economies of the world. It is noticeable that the services 
have outstripped agriculture and industry in occupying the 
maximum share of GDP. The share of services has increased in 
2002 in comparison to 1990, whereas the share of industry and 
agriculture has witnessed a declining. From the world 
perspective, in 2002, services had a share of 68 per cent whereas 
agriculture and industry occupied only a paltry share of 4 per 
cent and 29 per cent respectively. The highest share of services 
in GDP (71 per cent) was witnessed in high-income countries. 
Latin America and Pacific and Europe and Central Asia with 67 
per cent and 59 per cent share of service in their GDP were the 
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second and third in line. At the South Asia realm, the 
configuration of countries' GDP reveals that the share of services 
in their respective economies have been more than 50 per cent in 
2002. The reasons attributed to such rise of services in GDP is 
owing to opening up of the economies, more embodiment of 
services in production mainly through information technology 
along with high income elasticity of demand for services, 
increased input usage of services and the increment in the 
income of populace. 
Table 4.1 
Sectoral Share of GDP in Major Region/Economies of World 
(1990-2002) 
World 
Low Income countries 
High income country 
East Asia and Pacific 
Europe and central Asia 
Latin America and 
Caribbean 
Middle East and North 
Africa 
Sub-Saharan 
South Asia 
Bangladesh 
India 
Pakistan 
Srilanka 
Agriculture 
1990 
5W 
16 
3 
24 
17 
9 
15 
18 
31 
30 
31 
26 
26 
2002 
4W 
11 
2 
15 
9 
7 
11 
18 
23 
23 
23 
23 
20 
Industry 
1990 
34W 
38 
33 
40 
44 
36 
38 
34 
27 
21 
28 
25 
26 
2002 
29W 
33 
27 
47 
32 
26 
41 
29 
26 
26 
27 
23 
26 
Services 
1990 
60W 
46 
64 
37 
39 
55 
47 
48 
43 
48 
41 
49 
48 
2002 
68W 
55 
71 
38 
59 
67 
48 
54 
51 
51 
51 
53 
54 
Source: World Development Indicator, 2004, World Bank, p. 188 
2.b. Growth of Output in Services 
Along with a lion share in world GDP, it is interesting to 
note that the annual average growth rate of services during the 
period 1990 -2002 in comparison to 1980 to 1990 have 
increased considerably. Table 4.2 throws light on growth of 
116 
Pattern and Trends in Services: A Global Perspective 
output in major regions/economies of the world during the 
period from 1980 to 1990 and from 1990 to2002. 
Table 4.2 
Growth of Output in Major Region/ Economies of World 
(1980-2002) 
World 
Low Income 
countries 
High income 
country 
East Asia and 
Pacific 
Europe and 
central Asia 
Latin America 
and Caribbean 
Middle East 
and North 
Africa 
Sub-Saharan 
Africa 
South Asia 
Bangladesh 
India 
Pakistan 
Srilanka 
GI 
1980-
90 
3.3 
3.2 
3.3 
7.5 
-
1.7 
1.4 
1.6 
5.5 
3.7 
5.7 
6.3 
4.0 
DP 
1990-
02 
2.7 
3.4 
2.5 
7.3 
-0.5 
2.9 
3.2 
2.6 
5.4 
4.9 
5.8 
3.6 
4.8 
Agriculture 
1980-
90 
2.6 
3.4 
1.9 
4.6 
-
2.3 
5.0 
2.3 
3.1 
2.1 
3.1 
4.0 
2.2 
1990-
02 
1.8 
2.3 
1.2 
3.1 
-0.8 
2.3 
2.9 
2.8 
2.9 
3.1 
2.7 
3.8 
1.6 
Industry 
1980-
90 
3.1 
3.1 
3.1 
8.5 
-
1.4 
-0.4 
1.3 
6.9 
6.0 
6.9 
7.7 
4.6 
1990-
02 
2.1 
3.6 
1.8 
9.7 
-2.2 
2.6 
1.8 
1.9 
5.9 
7.1 
6.0 
3.9 
6.1 
Services 
1980-
90 
3.5 
3.4 
3.5 
8.6 
-
1.9 
1.9 
2.4 
6.4 
3.8 
6.9 
6.8 
4.7 
1990 
-02 
3.1 
3.6 
3.0 
6.4 
0.8 
3.0 
4.2 
2.8 
7.0 
4.6 
7.9 
4.3 
5.3 
Source: World Development Indicators 2004, World Bank, p. 184 
In respect of highest growth of service output, during 1980-
1990, East Asia and Pacific with AAGR of 8.6 percent witnessed 
the highest growth of services among the major 
region/economies of world, and during the period of 1990-2002, 
South Asia observed the highest AAGR of 7.0 per cent in service. 
From the table, it is deduced that the growth of GDP hinges on 
the growth of services. There is a correlation between the growth 
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of GDP and average annual growth rate services. Reduction of 
growth of services in economies has reduced their economies 
GDP too. Similarly an increase in growth of service has also 
propelled increment in their economies' GDP. The growth of 
services has got nourishment on account of structural reforms, 
along with the cardinal role played by technology. 
As far as the rise of services in east Asia is concerned, the 
presence of countries like Singapore and Hong Kong where 
services have occupied considerable share of GDP have 
stimulated the rise of services and as far as the unbelievable rise 
of services in south Asia 'economic landscape is concerned, the 
rise of India's service mainly information technology has injected 
muscle in enhancing the growth rate of south Asia'. 
3. Services in Terms of Value Added in Global Economy 
Along with sizeable share in the World's GDP, services have 
added substantially value added in economy and in term of 
exports of services. Through table 4.3, it is manifested that 
services have increasingly become of paramount significance in 
economies. Table relates to the percent share of services in value 
added and also in export as per cent of GDP. Since 1980, the 
shares of services have been more than 50 per cent. The data 
reveal that in 1980, the service share in value added as a per 
cent of total economy was 55.3 per cent and grew consistently to 
65.8 per cent in 1998 and eventually occupied higher share of 
68.0 per cent in 2003. The table also sheds light on the share of 
export of services as per cent of GDP. It is observed that service 
in term of export as per cent of GDP too is observing upward 
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trend. It has increased from 3.7 per cent to 4.8 per cent in 1998. 
In 2003, the share of service export as of percentage of GDP rose 
to 5.1 per cent. These patterns of increase in service are 
witnessed both in developed and the developing economies. The 
burgeoning pace of service got stimulated on account of rise of 
information technology and communications, along with the 
services getting more embedded in manufacturing than and 
before. The blowing of Liberalization, Privatization and 
Globalization (LPG) wind at the services realm has also 
galvanized the services in respect of valued added and exports in 
global economy. 
Table 4.3 
Services in Term of Value Added in Global Economy and 
Export (1980-2003) 
Year 
1980 
1998 
2003 
Service Value Added as 
% of Total Economy 
(world) 
55.3 
65.8 
68.0 
Export of services as of 
% of GDP 
3.7 
4.8 
5.1 
Source: OECD, Services Statistics Coordination and Strategy, Statistical Commission, 2005, 
Thirty Sixty Session, p. 3 
4. Sales by GATS Modes of Supply Statistical 
Approximation 
GATS, a cardinal wing of WTO brought out the trajectories 
through which the sales of services get through. In GATS 
parlance, there are four modes of services supply. Table 4.4 
speaks of data on sales by GATS modes of supply. 
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Table 4.4 
Sales by GATS Modes of Supply Statistical Approximation 
Mode of Supply 
Cross-border 
Consumption abroad 
Commercial presence 
Presence of natural persons 
Estimated Share 
35% 
10-15% 
50% 
1-2% 
Source: Symposium on Cross-Border Supply of Services WTO 28-29 April 2005 
It is revealed that in sales by GATS mode of supply, 
commercial presence christened as mode 3 in GATS lexicon, 
occupies 50 per cent of share in total services sale. Cross-border 
(Mode 1) and consumption abroad (Mode 2) with share of 35 per 
cent and 10-15 per cent are the second and third in line. The 
most deplorable scene was witnessed at presence of Natural 
Persons (Mode 4) where this mode occupied a meager share of 1 
to 2 per cent. The proliferation of commercial presence got 
nourishment on account of opening up of developing countries' 
investment regime through which the capital surplus countries 
have made their presence through TNCs and MNCs. On the 
contrary, the developed countries have not opened their labor 
market for developing countries; an area where developing 
countries have prowess. Thus, the Mode 4 failed to increase its 
share. 
5. Exports of Services 
a. World Exports of Goods and Services 
In the global business milieu, the emergence of service as a 
medium of trade has been quite vogue of late. But with passage 
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of time, the services have made remarkable presences at the 
global trade plane. Table 4.5 pertains to world export of Goods 
and Service during the period from 1999 to 2003. 
Table 4.5 
Word Export of Goods and Services 
(1999 to 2003) 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
SD 
CV 
Merchandise Goods 
5473 
6186 
5984 
6270 
7294 
7.718326 
4999 
781.6451 
15.63 
(US $ Billion) 
Commercial Services 
1350 
1435 
1458 
1570 
1795 
7.478012 
1219.2 
171.8147 
14.09 
Source: International Trade Statistics, WTO, Various Annual Issues 
It is discernible that the export of merchandise goods has 
consistently grown during the period. The export of world's 
merchandise goods grew with AAGR of 7.71 per cent. The Mean 
and C.V. of export in world merchandise goods were US$ 4999 
billion and 15.63 per cent. On the other hand, the export of 
commercial services grew with AAGR of 7.47 per cent. The Mean 
and c.v. of commercial service were US$ 1219.2 billion and 
14.09 per cent. The export of commercial services reveals more 
stability than that of merchandise goods. The share of 
merchandise goods is definitely more than commercial services. 
But keeping in mind that export of commercial services has 
proliferated only since early eighties, the growth has been very 
stupendous. The rise of commercial services has been on 
account of advent of informations technology and advancement 
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of communication. It is expected that within a short span of 
time, the AAGR of commercial services will outstrip the AAGR of 
merchandise goods. 
b. World Export of Commercial Services, by Category 
Services are bifurcated into "commercial services" and 
"services pursued by the governments". Commercial services fall 
under the domain of global trade and investment. The 
commercial services are classified into three major sub 
classifications, namely transport, travel and other commercial 
services. Previously, the export of transport and travel held 
major share of commercial services, but with the advent of 
informational technology and reforms made at various 
economies, "other commercial services" have become the flag 
bearer of commercial services. 
Table 4.6 
World Export of Commercial Services, by Category 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
S.D. 
CV 
All 
Commercial 
Services 
1350 
1435 
1460 
1570 
1795 
7.47 
1219.6 
171.63 
14.07 
Transportat 
ion 
310 
330 
340 
350 
405 
7.03 
288.6 
35.63 
12.34 
Travel 
440 
465 
465 
480 
525 
4.57 
390.6 
31.42 
8.04 
(US $ Billion) 
Other 
Commercial 
Services 
600 
640 
655 
740 
865 
9.71 
563.6 
105.41 
18.70 
Source International Trade Statistics, WTO, Various Annual Lsues 
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Table 4.6 presents statistics with regard to the world 
export of commercial services, by category from 1999-2003. 
From the table, it can be inferred that the export of world's 
commercial services has registered an AAGR of 7.47 per cent. 
The Mean and C.V. of export of world's commercial services US$ 
1219.6 billion and 14.07 per cent respectively during the period 
taken into consideration. 
5.c. Share of World Export of Commercial Services, by Category 
Among these services, the exports of "other commercial services" 
have witnessed tremendous increase. This is corroborated by the 
statistics that this segment grew with AAGR of 9.71 along with Mean of 
US$ 563.6 billion and C.V. of 18.70 per cent. The C.V. of "other 
commercial services" reveals degree of instability. In days to come the 
export of "other commercial services" shall increase. 
Table 4.7 pertains to the share of world export of commercial 
services by category, during the period from 1999 to 2003. It is 
discemable from the data, that the share of transportation and travel 
has witnessed a continuous reduction in their share. On the other hand, 
the share of other commercial services have enhanced incessantly 
during the stipulated period of time. The prime reason for the increase 
of "other commercial services" is attributed to the fact that it 
encompasses galore number of services, namely, communication 
services, construction service, financial services and computer and 
information services. The wave of liberalization along with the 
embedment of technology in these services has escalated the pace of 
"other commercial services". Thus this segment has outstripped the 
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segments of transportation and travel. In coming years the share of 
'other commercial services" is expected to cross 50 percent mark. 
Table 4.7 
Share of World Export of Commercial Services by Category 
(1999-2003) 
1999 
2000 
2001 
2002 
2003 
Commercial 
Services 
100 
100 
100 
100 
100 
Transportation 
23.0 
23.0 
23.4 
22.3 
22.6 
Travel 
32.8 
32.4 
31.8 
30.6 
29.4 
Other 
Commercial 
Services 
44.2 
44.6 
44.8 
47.0 
48.0 
Source: International Trade Statistics, WTO, Various Annual Issues 
6. Trade in Commercial Services 
a. World Export of Commercial Services by Region and 
Selected Economy 
The export and import of services have enhanced at a 
burgeoning pace at the global level. Table 4.8 manifests the 
world exports of commercial services by region and selected 
economy during the period of 9 years i.e. from, 1995-2003. From 
the data, it is noticeable that the exports of world commercial 
service grew with an AAGR of 12.77 per cent during the reviewed 
period. The Mean and C.V. of exports of world commercial 
service were US$1430288 million and 12.77 per cent, which 
reveals a degree of instability. European Union (15) with AAGR of 
6.38 per cent was the fastest growing exporter of commercial 
service. Western Europe and the group of economies named 
C/E. Europe/Baltic States /CIS with AAGR of 6.28 per cent and 
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6.08 per cent respectively were the second and third fastest 
growing exporters of commercial services. From the statistics, it 
is deduced that Europe on the whole was the flag bearer in 
exports of commercial services. The rise in the exports of 
commercial service in these countries is on account of liberalized 
service regime, more advancement of information and technology 
along with the fact that these countries have been the exporter of 
"other services" a component of commercial services, 
proliferating at a high pace. Asia and Latin America with AAGR 
of 4.16 per cent and 4.05 per cent respectively were the lowest 
growing exporters of commercial services. The low rate of growth 
is due to the fact that these economies have opened of late, along 
with the fact that these economies have trade in "transport" and 
"travel services" which have witnessed reduction in recent year. 
Of late, the advent of Information Technology and 
communication has tremendously brought tradability revolution 
of trade in service. 
6. b. World Import of Commercial Services by Region and 
Selected Economy 
In term of imports too, the services have mushroomed 
considerably. Table 4.9 throws light on world import of 
commercial services by region and selected economy during the 
period 1995-2003. The world's import of commercial services 
grew with an AAGR of 5.12 per cent during the referred span of 
period. The Mean and C.V. of world import of commercial service 
were US$ 1424500 million and 12.46 per cent during the 
stipulated period. 
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While analyzing the imports of commercial services at the 
echelon of region and selected economy, it is observed that 
Europe/Bal l i s States CIS grew with AAGR of 10.8 per cent, which 
is highest among the regions referred in the table. North America 
and Middle East are the second and third largest importer with an 
AAGR of 7.08 per cent and 7.2 per cent respectively during the 
period. But the C.V. of North America, which is 18.37 per cent is 
the highest among the region signifying a great extent of instability 
and inconsistency. Asia was the slowest growing importer of 
commercial service with AAGR of 2.64 per cent; Asia's Mean was 
US$ 357333Mn. The c.v. of 6.78 per cent reveals a factor of 
stability in growth. The increase of import in North America has 
increased due to the fact tha t services have started to be off shored 
to the Asian countries on account of low cost and better efficiency. 
6.c. Export Trade in Commercial Services by Selected Group 
of Countries 
Export of services h a s also increased by group of economies. 
Table 4.10 shows the export in commercial services by selected 
groups of countries during the period 1995 - 2003.Among the 
group of countries taken into consideration; SAPTA registered an 
incredible AAGR of 18.5 per cent dur ing the referred period. The 
main reason for such stellar performance of SAPTA's services 
export is at tr ibuted to the fact that in most of the countries of 
south Asia, the share of services in GDP is second to none. Another 
factor tha t h a s escalated the group's AAGR is the presence of 
India's services tha t have recorded a Compound Annual Growth 
Rate (CAGR) of 17.3 per cent, the highest services growth in the 
world during the period of 1993-2003. 
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Pattern and Trends in Services: A Global Perspective 
The Mean and c.v. of SAPTA during the period were 7.89 
per cent and 42.65 per cent respectively .The C.V. of SAPTA 
reveals a degree of variability. CACM and Africa CEMAC with 
AAGR of 9.47 per cent and 7.22 per cent are second and third 
fastest growing group among the all the group of countries. On 
he other hand, Latin America Andean Group and M.East and 
Asian ASEAN grew with AAGR of .4 per cent and .89 per cent 
were the most lagging group of countries in respect of growth 
The reason is owing to the fact that these groups are mainly 
exporting agricultural and petroleum products. 
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6.d. Import, Trade in Commercial Services by Selected 
Groups of Countries 
In terms of imports too, services have escalated at the 
realm of selected groups of countries. Table 4.11 relates to 
import trade in commercial services by selected groups of 
countries during the period of 1995-2003. It is revealed that the 
imports of world's commercial service grew with AAGR of 5.11 
per cent. The Mean and C.V of import of world's commercial 
service were US$1424.47 billion and 12.47 per cent during the 
period. Africa CEMAC and SAPTA with AAGR of 8.81 percent and 
7.88 per cent respectively were the fastest growing importers of 
commercial services. The main reason of these countries being 
leading importers of commercial services is their imbibing of 
"other services" a component of commercial services where 
developed countries have displayed their superiority. ECOWAs 
and Latin America Andean Group with AAGR of -0 .03 per cent 
and 0.23 per cent were the least growing importers of 
commercial services. With the spate of offshoring of services, it is 
expected that the AAGR of developed countries will increase. 
6.e. Leading Ten Exporters and Importers in the World 
Trade of Commercial Services 
Table 4.12 provides the country wise statistics relating to 
top ten services exporting and importing countries in the world 
during 2004 
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Table 4.12 
Leading 10 Exporters and Importers in the World trade of 
Commercial Services 2 0 0 4 
Exporters 
United States 
United Kingdom 
Germany 
France 
Japan 
Italy 
Spain 
Netherlands 
China 
Hong Kong China 
Value 
(US$ 
Million.) 
319.3 
169.2 
126.1 
108.4 
93.8 
84.6 
84.2 
72.4 
58.9 
54.0 
Share 
15.2 
8.1 
6.0 
5.2 
4.5 
4.0 
4.0 
3.4 
7.8 
2.6 
Annual 
% 
change 
—-H— 
16 
9 
10 
10 
21 
__JP__J 
15 
-
2.0 
Importers 
United States 
Germany 
United 
Kingdom 
Japan 
France 
Italy 
Netherlands 
China 
Ireland 
Canada 
Value 
(US$ 
Million.) 
259.0 
190.8 
134.7 
133.6 
94.5 
79.6 
7.24 
69.7 
58.2 
55.9 
Share 
12.4 
9.2 
5.5 
5.4 
4.5 
3.8 
3.5 
3.3 
2.8 
2.7 
Annual 
% 
change 
13 
11 
13 
21 
13 
9 
11 
-
11 
12 
Source: World Trade Report, 2005, WTO, p. 22 
World trade in service depicts a highly skewed pattern. The 
top ten services exporting and importing countries amount for 
55.8 percent and 53.1 percent respectively. In 2004, the leading 
exporters are United States, United Kingdom, Germany, France 
and Japan . The leading importers are the United States, 
Germany, United Kingdom, Japan and Frances. The interesting 
aspect is that the leading services exporters are also the leading 
services importers too. Out of 5 leading services exporters, only 
United States have favorable trade balance. The statistics reveal 
that out of ten leading service exporter, only 2 countries are 
developing countries. The main reason for the developed 
countries large share in trade in service is owing to the 
liberalized regime in service, the advancement in technology and 
communication, hassle free environment and increase in "other 
commercial services" a major component of commercial services. 
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6.f. Major Traders in Business Services 
Business service comprises various back office processes, 
customer interaction and technical support. Abstracting and 
indexing, data entry and processing, electronic publishing, legal 
transcription are some of the prominent services6. Table 4.13 
furnishes statistics on leading traders of global business service 
in the year 2000 and 2003. From the table, it is deduced that 
United States was leading exporter of Business service in 2000 
and 2003. United Kingdom and Germany are the second and 
third leading exporter in 2000 and 2003. It is deduced that trade 
in business service is developed countries' forte 
Table 4.13 
Major Traders in Business Services 
( 2000 and 2003) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Israel 
Spain 
Canada 
Netherlands 
Sweden 
France 
Source: World Trac 
Exports 
2000 
9398 
10408 
47404 
37780 
28001 
6903 
10113 
12030 
16693 
7673 
20126 
e Report, 
2003 
21115 
15734 
52469 
51785 
38322 
6780 
16427 
13540 
24099 
13141 
25340 
2005, Wl 
Imports 
2000 
14091 
6771 
27922 
17915 
37128 
-
11429 
10525 
17873 
8689 
16232 
XX D. 278 
2003 
22641 
11475 
33477 
23033 
47141 
-
16935 
11436 
26132 
11827 
25721 
Balance 
2000 
-4693 
3638 
19482 
19865 
-9127 
-
-1316 
2305 
-1100 
-996 
3894 
2003 
-1526 
4250 
18992 
28752 
-6819 
-
-508 
2113 
-2033 
1315 
-380 
But the most interesting aspect is that among the leading 
trader, India has been able to make its presence felt at the global 
business services. India has carved niche in global business 
service on account of her prowess of skilled manpower and her 
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efficiency in saving 40 per cent to 60 per cent of total cost as 
compared to other players.7 
g. Exports of Business Services from Sectoral Developing 
Countries 
Table 4.14 throws light on the exports of business services 
from selected developing countries. Brazil, China, India and 
Israel are the leading developing countries. In 1995-96, China 
with business services export of US$ 5300 million was the 
leading exporter among the four countries. Israel with US$ 2239 
million was second in number. In 2001-02, India, with business 
exports of US$ 16878 million has superceded China and has 
thus occupied the first slot. China, with export of $ 9433 million 
occupied the second place. The stupendous accomplishment of 
Indian business service is due to new opportunities that have 
emerged through the information Technology, software and 
service outsourcing 
Table 4.14 
Exports of Business Services from selected Developing 
Countries 
(1995-2002) 
Reporter 
Brazil 
, China 
1 India 
1
 Israel 
Average 1995-96 
1416 
5300 
2131 
2239 
Average 2001-02 
4466 
9433 
16878 
6156 
Souice: Economic and Social Survey, 2004, Trends and Policies in the world economy, United 
Nation, p. 43 
6.h. Major Traders in International Computers and 
Information Services 
Table 4.15 envelopes statistics on major traders in 
international Computer and information Services (CIS) during 
the period 2000 and 2003. It is discernible from the data that 
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Ireland occupied pinnacle position in exporting of international 
computer and information Service in 2000 and 2003. India and 
United State are the second and third in the line of exporting 
international Computer and Information Services (CIS). In terms 
of favorable service balance, it is deduced that all the countries 
have surplus service balance in the years 2000 and 2003, except 
Germany, which witnessed unfavorable service balance in the 
2000 and 2003. Netherlands experienced an unfavorable service 
balance in 2000. Ireland and India's favorable service balance 
was in five figures in 2003. 
Table 4.15 
Major Traders in International Computer and Information 
Services (CIS) (2000 and 2003) 
(US$ Million) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Israel 
Spain 
Canada 
Netherlands 
Sweden 
France 
Exports 
2000 
7490 
7058 
6722 
4321 
3798 
4119 
2043 
2428 
1166 
1101 
803 
2003 
14372 
11282 
7619 
6987 
6585 
3657 
2916 
2282 
2054 
1193 
1255 
Imports 
2000 
272 
223 
4435 
1270 
4970 
-
1227 
899 
1187 
1067 
742 
2003 
386 
469 
5138 
2915 
7245 
-
1662 
1027 
1543 
1179 
1235 
Balance 
2000 
7212 
6506 
2287 
3051 
-1172 
-
816 
1530 
-21 
124 
61 
2003 
13987 
10817 
2421 
4073 
-680 
-
1253 
1256 
511 
814 
20 
Source: World Trade Report, 2005, WTO, p. 278 
The cardinal root of Ireland and India being leading 
exporters of computer and information Services is the availability 
of highly qualified professionals and workforce being proficient in 
English, low Labour costs and conducive policies of the 
government with respect to FDI taxation and external trade 
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6.i. Major Exporter of Other Business Services 
Other business services are the prime component of "other 
commercial services". Under the other business services, like 
trade related services, operational leasing and miscellaneous 
business, professional and technical services such as legal, 
accounting, management consulting, public relations services, 
advertising and other services are included8. The ensuing table 
4.16 reveals the major exporter of other services during the 
period 2000-2003. In terms of fastest growing exporter of other 
business services, India with AAGR of 21.90 witnessed the 
highest growth of export of other business services among the 
countries referred under the table. The prime cause of India's 
being growing as the fastest exporter rests on the competiveness 
of her information technology, highly skilled labor and 
competitiveness in terms of cost. In terms of absolute figure, 
Germany, United States and United Kingdom are the leading 
exporters of "other business services". 
Table 4.16 
Major Exporter of Other Business Services 
(2000-03) 
_ _ ^ (US $ Million) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Canada 
Netherlands 
France 
Japan 
Italy 
2000 
13814 
6218 
23487 
16645 
32158 
9626 
16686 
15490 
24296 
17799 
2001 
16597 
6771 
21630 
12782 
36234 
9576 
18537 
18358 
23808 
19962 
2002 
19384 
7673 
24999 
19045 
35877 
9505 
21038 
19227 
34715 
20370 
2003 
22255 
11010 
28229 
20118 
39896 
10409 
24589 
24486 
23149 
24644 
AAGR 
17.24 
21.90 
6.86 
10.47 
7.63 
2.74 
13.82 
16.86 
3.49 
11.72 , 
Source: World Trade Report, WTO, 2005,p.298 
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6.j. Major Importer of Other Business Services 
The statistics on major importer of other business services 
during the span of four years i.e., 2000 to2003 are enveloped in 
table 4.17. From the table, it is revealed that Ireland with AAGR 
of 59.36 per cent is the fastest importer of "other services 
"during the reviewed period of time. Italy and Netherlands with 
AAGR of 18.05 per cent and 12.56 per cent respectively are the 
second and third fastest importers of "other business services". 
But in the terms of absolute figure, United State and United 
Kingdom are the principal importers of "other business services". 
The developed countries are mainly exporters of capital-intensive 
services, whereas these "other business services" mainly 
encompass the labor-intensive services where the developed 
countries are facing handicaps and rely on the developing 
countries. 
Table 4.17 
Major Importer of Other Business Services 
( 2000-03) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Canada 
Netherlands 
France 
Japan 
Italy 
2000 
1908 
3350 
40682 
33458 
24203 
10402 
15527 
19323 
17709 
13788 
2001 
4386 
3889 
38078 
35404 
25832 
8856 
16562 
21804 
16245 
17024 
2002 
5208 
4358 
40567 
40612 
25318 
10233 
20074 
20693 
17401 
17043 
2003 
6743 
4452 
44850 
44797 
31757 
11266 
22045 
24086 
18042 
22254 
AAGR 
59.36 
10.10 
3.56 
10.27 
10.05 
3.59 
12.56 
8.047 
0.84 
18.05 
Source: World Trac e Report, WTO, 2005,p.298 
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7. FDI in Services 
Keeping in to mind, that services hitherto were not as 
tradable as compared to goods that cropped up the problem of 
when and where to produce services, paved way for FDI in 
services. Of late, the pace of international agreement enveloping 
FDI in services has escalated considerably. At the bilateral level 
the number of BITs which encompasses FDI in services reached 
2265 by the end of 2003 involving 175 countries^. The shift of 
FDI has grown substantially. FDI in services brings in financial 
resources into host countries, increases the circulation of money 
flow, provides better service in terms of cost and quality, 
introduces new mode of doing business, new pricing structure, 
and improves information management process along with 
transfer of technology. 
7.a. Services in Inward FDI in Selected Region of World. 
Table 4.18 pertains to services in inward FDI in some 
selected region of world during the period 1990-2002. Under the 
developed economies, United Kingdom and United States are the 
leading countries in attracting service FDI. The share of United 
Kingdom's in inward FDI has consistently increased from 50.4 
per cent share in 1990-94 to 77.5 per cent into 2000-02. The 
United States also attracted service inward FDI substantially, it's 
share was 64.1per cent in 1990-94 and which increased to 66.5 
per cent in 2000-02. Under the developing countries Brazil and 
Hong Kong were the leading countries in attracting service FDI. 
Hong Kong service share in FDI was 84.1 per cent in 1995, 
which rose to 96.4 per cent in 2000-02, thereby revealing their 
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strength in services. Under the Central and Eastern Europe, 
Hungary's service shares in internal FDI was more than 60 per 
cent during the reviewed period. 
Table 4.18 
Services in Inward FDI in Selected Region of World 
(1990-2002) 
Average 1990-94 Average 1995-99 
(US$ Million) 
Average 2000-02 
Developed Countries 
United Kingdom 
United States 
8549 (50.4) 
23867 (64.1) 
32410 (67.5) 
73901 (52.5) 
51477 (77.5) 
108175 (66.5) 
Developing Countries 
Brazil 
Hong Kong, China 
Central and Eastern 
Hungary 
Slovakia 
-
-
14786 (69.5) 
16540 (84.1) 
15757 (64.6) 
30647 (96.4) 
Europe 
326 (-) 1962 (72.3) 
2699 (-) 
4743 (62.8) 
7220 (-) 
Source:: The Shift Towards Services, World Investment Report (2004) UNCTAD, p. 305 
7.b. Services in Outward FDI in Selected Region of World 
Table 4.19 furnishes data pertaining to services in outward 
FDI in some selected regions of the world. Under the developed 
countries, the United Kingdom service's share in total outward 
FDI has increased from 46.6 per cent in 1990-94 to 81.2 per 
cent in 2000-02. The share of United States ' service share in 
total outward FDI was also considerable during the referred span 
of time. In the developing countries, Hong Kong and Taiwan were 
the leading destinations where the share of services in total 
outward FDI was substantial. Under the Central and Eastern 
Europe Check Republic and Hungary were the leading countries 
where services occupied considerable share in total outward FDI 
for the period under review. 
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Table 4.19 
Services in Outward FDI in Selected Region of World 
(1990 to 2002) 
Average 1990-94 Average 1995-99 
(US$ Million) 
Average 2000-02 
Developed Countries 
United Kingdom 
United States 
10285 (46.6) 
30868 (60.1) 
46844 (50.5) 
84194 (68.7) 
88580 (81.2) 
79226 (65.0) 
Developing Countries 
Hong Kong, China 
Twain, Province of 
China 
-
745 (50.5) 
14382 (79.1) 
1736 (66.9) 
25745 (86.6) 
2989 (69.8) 
Central and Eastern Europe 
Check Republic 
Hungary 
-
-
58 (64.5) 
84 (32.8) 
130 (93.9) 
168 (30.2) 
Source:: The Shift Towards Services, World Investment Report (2004) UNCTAD, P. 306 
FDI has paved its way in numerous services. It is next to 
impossible to incorporate all the services where FDI has made its 
presence felt. Keeping this into perspective, five selected services 
have been taken to gauge the proliferation of FDI both in terms 
of inward and outward on the realm of these services. These five 
services are namely trade, hotels and restaurants, transport, 
storage, communications, finance and business services. 
7.c. Distribution of Inward FDI Stock in some Selected 
Services by Group of Economies. 
Table 4.20 throws light on distribution of inward FDI stock 
in per cent in selected services by group of economies. Under the 
inward FDI stock in services, it is discernible that in 1990, the 
developed countries with 83 per cent are way ahead in 
comparison to the developing countries having a meager share of 
17 per cent. In 1990,in respect to leading services in group of 
economies, it is revealed that business services made 93 per cent 
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of its inward FDI stock in developed countries. Whereas 
transport, storage and communication with 43 per cent was 
second to none in developing countries from the service point of 
view. In 2002, though the developed countries were again, able 
to fetch more inward FDI stock in service, in comparison to 
developing countries but the developing countries were able to 
improve their stand in comparison to 1990. In all the five 
services that are taken under study, it is revealed that the 
inward FDI stock in services has increased their share in 
developing countries. The most sensational increase at the 
developing countries' realm took place in business service, which 
increased its share from 7 per cent in 1990 to 38 percent in 
2002. The principal inflow of FDI stock in service in developing 
countries is their opening up of their economies. The cap of FDI 
in service has been opened by the developing countries. The 
institution of WTO is cardinal determinant in warding off the 
developing countries faulty perception regarding FDf. ft is 
sanguinely expected that with more and more developing 
countries making beeline at WTO's realm, the percent of inward 
FDI stock in services will tilt from developed countries to the 
developing countries. 
7.d. Distribution of Outward FDI Stock in Services by Group 
of Economies. 
Table 4.21 pertains to the statistics on the distribution of 
economics in 1990 and 2002. It is quite shocking to note that in 
1990, only one per cent of outward FDI stock in service emerged 
from developing countries. 
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Table 4.20 
Distribution of Inward FDI Stock in Some Selected Services, by Group of 
Economies 
(1990,2002) (Per cent) 
Inward FDI Stock 
Total Services 
Trade 
Hotels and restaurants 
Transport, Storage and 
communications 
Finance 
Business services 
1990 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
83 
90 
87 
58 
76 
93 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
17 
10 
13 
43 
24 
7 
W
or
ld
 
100 
100 
100 
100 
100 
100 
2002 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
72 
78 
70 
71 
77 
61 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
25 
19 
26 
22 
20 
38 
C
en
tra
l 
a
n
d 
Ea
st
er
n
 
3 
4 
3 
7 
3 
1 
W
or
ld
 
100 
100 
100 
100 
100 
100 
Source: The shift Towards Services, World Investment Report, (2004),UNCTAD, P. 100 
In all the five services that have been taken under the 
study, the share of developing countries in total outward FDI 
stock is in range of one to two percent. The most deplorable 
condition is at the hotels and restaurants where 100 per cent of 
outward FDI stock emerged from developed countries. In 2002, 
again the developed countries were the dominant players in 
outward FDI stock in services. But the condition got somewhat 
better in 2002 in developing countries in comparison to 1990. 
The share of outward FDI stock in selected service in developing 
counties was in range of 7 per cent to 16 per cent. The 
deplorable conditions of outward FDI stock in service at 
developing countries realm is on account of their inherent 
attribute of being capital scare economies. But with improvement 
of growth rate in developing economics, it is expected that these 
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economies will be able to snatch more share in outward FDI 
stock in services in the coming years. 
Table 4.21 
Distribution of Outward FDI Stock in Services by 
Group of Economics 
(1990, 2000) 
Outward FDI 
Stock 
Total Services 
Trade 
Hotels and 
restaurants 
Transport, 
Storage and 
communications 
Finance 
Business services 
Other services 
1990 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
99 
99 
100 
99 
98 
98 
100 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
1 
1 
-
1 
2 
2 
1 
W
or
ld
 
100 
100 
100 
100 
100 
100 
100 
2002 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
90 
88 
90 
93 
93 
84 
90 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
10 
12 
10 
7 
7 
16 
10 
C
en
tra
l 
a
n
d 
Ea
st
er
n
 
-
-
-
-
-
-
W
or
ld
 
100 
100 
100 
100 
100 
100 
100 
Source: The Shift Towards Services, World Investment Report, (2004), UNCTAD, p 
7.e. Distribution of Inward FDI Stock in some Selected 
Services by Industry 
In the following two tables, statistics on distribution of 
inward FDI Stock and outward FDI stock in some selected 
services, by industry are documented. Table 4.22 relates to the 
distribution of Inward FDI Stock in services by industry in 1990 
as well as in 2002. Inward FDI in few selected services under the 
developed, the developing and the world countries are 
documented. In 1990, it is manifested that trade, Finance and 
Business activities were leading services in occupying inward 
FDI. Finance with 37 per cent in developed countries, 57 per 
1
 > i 
I H 4 
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cent in developing countries and 40 per cent in the world as a 
whole occupied one rank in Inward FDI Stock perspective. Trade 
stood second in rank. In 2002, again, Finance occupied first slot 
in developed, central and Eastern Europe and in world too, 
whereas business activities occupied the first position in 
developing countries. The substantial share of trade and finance 
got emerged on account of their significant role in stimulating 
the expansion of industries and economic development. 
Table 4.22 
Distribution of Inward FDI Stock in Some Selected 
Services, by Industry 
(1990,2002) (percentage) 
Outward FDI Stock 
Inward FDI Stock 
Total Services 
Trade 
Hotels and restaurants 
Transport, Storage and 
communications 
Finance 
Business services 
Source: The Shift Towards 
99 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
100 
27 
3 
2 
37 
15 
Services 
1990 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
100 
15 
2 
8 
57 
5 
World 1 
W
or
ld
 
100 
25 
3 
3 
40 
13 
nvestn 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
100 
20 
2 
11 
31 
23 
\ent Rep 
2002 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
100 
14 
2 
10 
22 
40 
oris, 200 
C
en
tra
l 
a
n
d 
Ea
st
er
n
 
100 
21 
2 
24 
29 
10 
4, UNCTAE 
W
or
ld
 
100 
18 
2 
11 
~ 2 9 " 
26 
>, P-
Under the referred period, the most notable aspect is the 
decrease of finance in developing countries from 57 per cent in 
1990 to 22 per cent in 2002. On the other hand, there is 
increase in business activities in the developing countries from 5 
per cent in 1990 to 40 per cent in 2002. 
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7.f. Distribution of Outward FDI Stock in some Selected 
Service, by Industry 
Table 4.23 relates to the percentage distribution of outward 
FDI stock in selected services, by industry. Finance occupied the 
first place with 48 per cent in developing countries and 48 per 
cent in world. Trade comes second with 17 per cent in developed 
countries, 16 per cent in developing countries and 17 per cent in 
world. The abysmal state was that of hotel and restaurants, 
which got share of one percent in, developed countries. In 2002, 
Finance again with 35 per cent in developed countries, 39 per 
cent in central and Eastern Europe occupied first place. The 
most remarkable increment came in business services that grew 
from a share of 6 per cent to 34 per cent in developed countries 
from 11 per cent to 54 per cent in developing countries and from 
a share of 7 per cent to 36 per cent in world. The main reason 
attributed to waning of finance share is on account of less 
demand in comparison to the surging of business activities in 
the world owing to the enveloping of multifarious types of 
services. 
Thus it is cogently revealed that FDI in services has 
provided substantial fillip to the developing and transition 
economies in their drive to ameliorate the efficiency of their 
services. The institution of WTO has brought out set of 
international rules in order to spur the pace of FDI in services 
along with appropriate speed in consonance with the level of 
country. 
Table 4 .23 
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Distribution of Outward FDI Stock in Some Selected 
Services, by Industry 
(1990,2002) (percentage) 
Outward FDI Stock 
Total Services 
Trade 
Hotels and restaurants 
Transport, Storage and 
communications 
Finance 
Business services 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
100 
17 
1 
5 
48 
6 
1990 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
100 
16 
-
4 
62 
11 
W
or
ld
 
100 
17 
1 
5 
48 
7 
D
ev
el
op
ed
 
C
ou
nt
rie
s 
100 
10 
2 
11 
35 
34 
2002 
D
ev
el
op
in
g 
C
ou
nt
rie
s 
100 
12 
2 
7 
22 
54 
C
en
tra
l 
an
d 
Ea
st
er
n
 
100 
17 
-
19 
39 
19 
W
or
ld
 
100 
10 
2 
11 
34 
36 
Source :,The shift towards services, World Investment Reports, 2004 UNCTAD, p. 99 
Thus, in a nutshell, it is discernible that the FDI in service 
has boomed and shall sustain its pace in days to come. The 
caveat warranting the blockage of FDI on the ground of market 
failure or other national regulation needs to be studied by 
countries seriously. The developed and developing countries 
should together make an endeavour to obviate the unnecessary 
roadblocks in the way of FDI, mainly in form of legislation's 
decision; economic needs test and national criteria. 
8. Cross-border Merger 8B Acquisitions (M&As) 
In the contemporary modern era, the organization rests on 
quality, competitive price with the basic focus on customer 
satisfaction for successful sailing in the competitive business 
world. Service organizations are no exception. Thus service 
organizations in their quest to hone their attributes in 
consonance with global competitive parameters have kicked off 
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Mergers and Acquisitions (M&As) to accomplish the objective of 
organization for global competition.10 The world trade statistics 
have revealed that the cross border M & As has repositioned very 
substantially on service landscape. Most M& As during the 
second half of the 1990s took place in service and have become a 
more frequent trajectory of TNC entry. While in the late 1980s, 
services accounted for some 40 per cent of global cross-border M 
& As, their share rose to more than 60 per cent by the end of the 
1990s. Upto the 1980s, cross border M & As were unshared 
sphere of United States .3 
Subsequently EU TNCs have become major propeller of M 
&As. Cross border M&As have assisted in proliferation of 
services TNCs based in developing countries. Against this 
backdrop, a number of tables pertaining to statistics on cross-
border M&As in services are enumerated below. 
8.a. Cross border M&As in Service Sector by Group of 
Economies 
Table 4.24 refers to cross border M & As sales in service 
sector by group of economies during the period 1996 to03. 
During the period 1996-2000, the worlds' cross-border M & As 
sales in service sector was US$1873014mn. The share of 
services in cross-border M & As sales was 63.0 per cent during 
the period. During the same period, the share of developed 
countries and developing countries in cross-border and M & As 
were 62.3 per cent and 67.1 per cent respectively. Interestingly 
the central and Eastern Europe share's in cross-border M & As 
sale was 72.7 per cent, which was the highest among entire 
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group of economies. During the period of 2001-03, the world's 
cross-border M & As sale in service sector was US $ 747690, 
occupying a share of 59.3 per cent in total cross-border M & As 
sales. On the other hand, the share of developed countries, 
developing countries as well as of Central and Eastern Europe, 
though less than 1996-2000, but was able to maintain lion 
share's in total cross-border M & As sales. Thus it is discernible 
that Cross-Border M and As sales in the service sector have been 
uniform by group of economics during the reviewed period. 
Table 4 .24 
Cross-Border M 8B As Sales in the Service Sector, by Group of 
Economics, (1996-2003) 
US$Mn 
Total World 
Developed Countries 
Developing Countries 
Central and Eastern 
Europe 
1996-2000 
1873014 
1618255 
221600 
30580 
% Share 
63.0% 
62.3% 
67.1% 
72.7% 
2001-03 
747690 
620388 
102677 
24625 
% Share 
59.3% 
59.4% 
59.5% 
56.1% 
Source: The Shift Towards Services, World Investment Report 2004: 
8.b. Cross Border M&As Purchase in Service Sector by 
Group of Economies 
Table 4.25 furnishes data on cross-border M&As purchase in 
service sector by group of economies during the period of 1996-2003. It 
is noticeable that the world's cross-border M&As purchase in services 
sector during the period of 1996-2000 was US$1869157 million, which 
was 63 per cent of total cross-border M&As. During the same period, 
the developed countries and developing countries's cross-border 
M&As purchase in services sector was US$1735165 million and US$ 
125369 million. Interestingly the share of the developed and the 
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developing countries too, was 63 per cent. In comparison, the share of 
central and eastern was 47 per cent. During the period of 2001-03, the 
share of world's cross-border M&As was 64 per cent. The share of 
developed and the developing countries were in the range of 60 per 
cent, but the share of central and Eastern Europe waned from 47 per 
cent to 27 per cent. Thus from the table it is revealed that group of 
economies have substantial share in cross -border M&As purchase. 
Table 4.25 
Cross-Border M & As Purchase in the Service Sector, by 
Group of Economics 
(1996-2003) 
Total World 
Developed Countries 
Developing Countries 
Central and Eastern Europe 
1996-2000 
1869157 
1735165 
125369 
2365 
% Share 
63% 
63% 
63% 
47% 
(US$Million) 
2001-03 
811199 
737783 
67757 
3795 
% Share 
64% 
65% 
59% 
27% 
Source:: The Shift Towards Services, World Investment Report 2004 UNCTAD, p. 333 
8.c. Top Ten M&As Deals in Services by Home and Host 
country 
The table 4.26 pertains to top M and As deals in services by 
home and host country or region during the span of eight years 
i.e. 1996-2003. It is discernible that out of 100 M&As deals of 
world, 64 deals were related to service sectors. This statistics 
reveal the paramount significance of service sectors. The highest 
numbers of service deals (22 in number) were made between 
Western Europe and Western Europe amounting to US$47322 
million occupied the lion share of 50 per cent. It is interesting to 
note that out of 10 deals kicked off between United State and 
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Western Europe, eight, were related to services. In similar 
fashion, out of 5 deals that were signed between developing 
countries and developed countries 4 were related to services. The 
prime reason for considerable number of services deals made by 
Western Europe is on account of being capital surplus 
economies along with liberalized rule and regulation regarding 
the trade and commerce. 
Table 4.26 
The Top M 8B As Deals in Services by Home and Host Country 
or Region 
(1996-2003) 
Home Economy 
Western Europe 
Western Europe 
Western Europe 
Other developed 
countries 
Other developed 
countries 
United States 
United States 
Developed 
Counties 
Developing 
Countries 
Other 
Grand total 
Host Economy 
Western Europe 
United States 
Other developed 
countries 
Western Europe 
United States 
Western Europe 
Other developed 
counties 
Developing counties 
Developed Counties 
Total 
No. of 
Deals 
32 
28 
5 
4 
6 
10 
2 
5 
5 
3 
100 
No. of 
Service 
Deals 
22 
18 
3 
-
4 
8 
1 
3 
4 
1 
64 
Value 
US$ 
Mn. 
473222 
249932 
53058 
-
28783 
68749 
6565 
36185 
34219 
5680 
956393 
Share 
50 
26 
6 
-
3 
7 
1 
4 
4 
1 
100 
Source: World Investment Report, 2004, UNCTACD, p. 334 
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8.d. Cross border M&As in Some Selected Services (Seller) 
Table 4.27 furnishes data on cross-border M& As in some selected 
services by seller. The data covers a period of 9 years i.e. from 1995-
2003. The Average Annual Growth Rate (AAGR) of cross border M &AS 
in services is 14.5 per cent. It is manifested through the table that the 
cross- border M& As in services by seller witnessed wavering growth 
rate. Transport, Storage and communications with 64.94 per cent 
recorded the highest AAGR in the selected services in cross border 
M&As during the period. Business services and hotel and restaurants 
with AAGR of 32.27 per cent and 24.7 per cent were the second and 
third. In term of share, it can be deduced that transport, storage and 
communication and Finance were vying with each other in occupying 
the maximum share. From 1995 to 1998, finance garnered the maximum 
share and from 1999 to 2001, transport, storage and communication 
occupied the maximum share. In 2002, surprisingly Business service, 
with share of 21.56 per cent superseded transport and finance in 
occupying the maximum share. But again in 2003, Finance with a share 
of 34.33 per cent occupied the top slot among the selected services. The 
major ground for the proliferation of transport and finance is the fact 
that transport, storage, communication and finance intensified the 
momentum of economic development. 
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8.e. Cross border M&As in Some Selected Services by 
(Purchase) 
The table 4.28 exhibits statistics on cross-border M& As in 
by purchase in US$ million 
Table takes into consideration 9 years i.e. 1995-2003 for 
the study purpose. It is discernible that cross-border M&As in 
service by purchase revealed rapid growth, with US$ 84824 
million in 1995 to US$ 832303 million in 2000. But in the 
subsequent years, it is manifested that service de-escalated to 
US$ 180002 million in 2003. In respect to AAGR, it is revealed 
that transport, storage and communication recorded the highest 
AAGR of 76.45 per cent. In terms of share in cross-border M& As 
in services by purchase, this sector occupied all time high share 
of 44.32 in 1999, but in the subsequent year, it reduced very 
instantly. Finance with AAGR of 19.23 percent stood second. 
Baring the year 2000, Finance occupied substantial share 
ranging from 36 percent to 53.48 per cent forb the period under 
review.. In 2003, finance occupied 63.4lper cent share in total 
cross border M& As in service. From the data, it is discernible 
that though transport, storage and communications has 
registered the highest AAGR among the selected service, but in 
term of shares, the finance occupied the major share in cross-
border M& As in service since 1995 to 2003. The financial 
services are mainly related to banking and insurance as both 
these services are capital-intensive service. Thus due to these 
services, financial service have been able to garner substantial 
share in cross-border Ms and As in services. 
154 
01 
> 
XI 
u 
o> & 
-a 
O 
i—I 
o 
$ 
U5 
0) 
s 
0) 
(0 
13 
o 
P 
3 
U ) 
<N 
<# 
01 
£t 
H 
Ol 
en 
T l (!) j - » 
u 
<v 
0) 
V) 
o> 
ft 
Bo
rd
er
 
M
&
A
s
 
in
 
so
 
en 
o 
o (N 
on 
oo 
rH 
u 
o 
< 
20
03
 
20
02
 
20
01
 
20
00
 
19
99
 
19
98
 
19
97
 
19
96
 
19
95
 
22
.9
1
 
18
00
02
 
34
37
70
 
38
74
25
 
83
23
03
 
47
11
97
 
26
84
54
 
16
44
57
 
13
24
15
 
84
82
4
 
Se
rv
ic
es
 
12
.4
5
 
15
18
4
 
(8
.4
3)
 
23
18
9
 
(9
.5
1)
 
20
23
8
 
(5
.2
2)
 
19
39
9
 
(2
.3
3)
 
29
52
4
 
(6
.3
6)
 
NO CO 
ON K 
16
51
5
 
(1
0.
04
)
 
15
17
6
 
(1
1.
46
)
 
88
54
 
(1
0.
3)
 
T
r
a
de
 
4.
37
 
o ^ 
rH w | 
11
30
 
(.
46
)
 
28
95
 
(.
74
)
 
21
20
 
(.
25
) 
35
43
 
(.
76
)
 
27
99
 
(1
.0
4)
 
24
82
 
(1
.5
0)
 
17
13
 
(1
.2
9)
 
nJ p 
o o 
3 e 
Ho
te
ls
 
a
n
d
 
r
e
s
ta
ur
an
ts
 
76
.4
5
 
21
59
8
 
(1
1.
99
)
 
37
11
5
 
(1
5.
22
)
 
11
24
98
 
(2
9.
03
)
 
36
89
54
 
(4
4.
32
)
 
16
39
28
 
(3
4.
76
)
 
30
16
5
 
(1
1.
23
)
 
14
73
5
 
(8
.9
5)
 
11
42
4
 
(8
.6
2)
 
60
85
 
(7
.1
7)
 
Tr
an
sp
or
t,
 
St
or
ag
e
 
a
n
d
 
c
o
m
m
u
n
ic
at
i
 
o
n
s
 
19
.2
3
 
11
41
50
 
(6
3.
41
)
 
90
78
7
 
(3
7.
24
)
 
18
12
34
 
(4
6.
77
)
 
24
12
81
 
(2
8.
98
)
 
17
42
38
 
(3
6.
95
)
 
14
20
66
 
(5
2.
92
)
 
82
61
6
 
(5
0.
23
) 
61
30
4
 
(4
6.
29
)
 
45
36
8
 
(5
3.
48
)
 
Fi
na
nc
e
 
15
.6
4
 
90
90
 
(5
.0
4)
 
29
80
5
 
(1
2.
22
)
 
33
11
1
 
(8
.5
4)
 
82
79
0
 
(9
.9
4)
 
35
69
5
 
(7
.5
7)
 
22
88
9
 
(8
.5
2)
 
14
72
1
 
(8
.9
5)
 
17
08
4
 
(1
2.
90
) 
48
43
 
(5
.7
0)
 
Bu
si
ne
ss
 
s
e
r
v
ic
es
 
o 
OH 
0) 
o> 
Pattern and Trends in Services: A Global Perspective 
9. Growth Rate of Value Added in Services in Asian 
Selected Economies. 
In Asian economies too, services have germinated sizably. 
Asian economies mainly Singapore, Hong Kong and of late India 
have already been acknowledged as the super power of services. 
Table 4.29 
Table Growth Rate of Value Added in Services in Asian selected 
Economies (% per year) 
Hong Kong, 
China 
Taipei, 
China 
Malaysia 
Singapore 
India 
Maldives 
Pakistan 
Sri Lanka 
Kazakhstan 
Uzbekistan 
Cook 
Islands 
Fiji Islands 
Kiribati 
1998 
-
6.2 
-1.1 
-0.6 
8.4 
8.9 
1.6 
5.1 
1.8 
9.5 
-6.5 
3.3 
11.4 
1999 
-
6.0 
4.4 
5.8 
10.1 
6.8 
5.0 
4.0 
-0.5 
12.6 
1.1 
in 
4.3 
(1998-21 
2000 
-
6.1 
6.0 
8.5 
5.5 
6.0 
4.2 
7.0 
8.7 
13.0 
16.2 
-1.8 
5.4 
2001 
1.6 
-0.1 
6.1 
2.5 
6.8 
2.4 
4.7 
-0.5 
13.0 
14.2 
5.3 
3.3 
-0.7 
D05) 
2002 
3.5 
2.8 
4.2 
1.4 
7.1 
4.7 
4.1 
6.0 
10.9 
1.5 
2.9 
6.5 
3.0 
2003 
4.4 
2.6 
4.4 
1.1 
8.4 
9.6 
5.3 
6.8 
11.1 
2.5 
-
5.4 
-
2004 
11.3 
5.4 
5.3 
4.9 
8.0 
5.5 
5.1 
6.5 
-
-
-
3.0 
-
2005 
5.2 
4.9 
4.9 
4.4 
9.0 
-
5.6 
6.0 
-
-
-
3.5 
-
Sector 
Share 
2002 % 
87.7 -
63.8 
50.0 
68.3 
50.8 
75.0 
50.6 
53.6 
51.6 
55.4 
77.8 
58.7 
75.8 
Source: Asian Development Bank, 2004, ADB, p. 294 
Table 4.29 speaks of growth rate of value added in services 
in selected Asian countries. In these Asian countries, services 
sector have occupied a principal place in their respective 
economies. Table covers data for a span of 8 years (1998-2005). 
Under East Asian region, Hong Kong and Taipei have registered 
unwavering growth rate of value added in service. Hong Kong 
had occupied 87.7 per cent share in the total economy in 2002, 
which was the highest among the countries taken under this 
table. Under the South East Asia region, Malaysia and Singapore 
have also made satisfactory performance of value added in 
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services. Under the south Asia region, it is quite amazing to note 
that services occupy 75per cent of Maldives economy. India too 
have witnessed undeviating growth rate ranging between 8.4 per 
cent in 1998 to 9.0 per cent in 2005. 
In central Asia, Kazakhstan has witnessed unbelievable 
increase in the growth rate of value added in service registering 
growth ofl.8 per cent in 1998 to 11A per cent in 2003. In the 
Pacific Region, in Kiribati, the value added in service has waned 
from 11.4 percent in 1998 to 3.0 percent in 2002. 
The rise of services in Asian economies have taken place 
owing to structural reform that were initiated from late 80s.Thus 
the data revealed that Asian economies in fashion mirroring to 
developed countries have full potential to participate in the 
globalization of services. 
10. Conclusion 
Thus, in sum and substance, it can indisputably be perceived 
that the services have made its presence felt at the global echelon of 
trade and investment. The kicking off of liberalization has opened 
economies and have proliferated RTAs, which have added muscles to 
the momentum of service. It is sanguinely expected that trade and 
investment in service shall get significant fillip under GATS. There by, 
vistas and avenues of new trade trajectory in services are destined to 
open. Dividend from such proliferation of trade in services shall be 
yielded by those economies who shall hone their trade attributes in 
consonance with the global benchmark. 
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2. GDP in Major Regions /Economies of World 
a. Sectoral Share of Services 
In the modern era, services have been growing at a fast pace. 
Services have become the main stay of the most of the economies. 
Among the three sectors namely, Agriculture, Industry and 
Services, Services have out strip the growth of other sectors. The 
rise in services have been attributed to liberalization of economies, 
more infusion of services in industry through information 
technology along with high income elasticity, enhance input usage 
of services and increase in populace's income. The share of services 
in the national products of most countries has increased steadily 
during the pas t four decades; in developed economies, the share of 
services in GDP h a s increased to72 per cent, and in developing and 
CEE countries the shares have risen to 52 per cent and 57 per cent 
respectively.5 The ensuing table substant ia tes the prowess of 
services in the world GDP. Table 4.1 manifests da ta on sectoral 
share of GDP in major regions/economies of the world. It is 
noticeable that the services have outstripped agriculture and 
industry in occupying the maximum share of GDP. The share of 
services has increased in 2002 in comparison to 1990, whereas the 
share of industry and agriculture has witnessed a declining. From 
the world perspective, in 2002, services had a share of 68 per cent 
whereas agriculture and industry occupied only a paltry share of 4 
per cent and 29 per cent respectively. The highest share of services 
in GDP (71 per cent) was witnessed in high-income countries. Latin 
America and Pacific and Europe and Central Asia with 67 per cent 
and 59 per cent share of service in their GDP were the second and 
third in line. At the South Asia realm, the configuration of 
countries ' GDP reveals that the share of services in their respective 
economies have been more than 50 per cent in 2002. The reasons 
attributed to such rise of services in GDP is owing to opening up of 
the economies, more embodiment of services in production mainly 
through information technology along with high income elasticity of 
demand for services, increased input usage of services and the 
increment in the income of populace. 
Table 4.1 
Sectoral Share of GDP in Major Region/Economies of World 
(1990-2002) 
World 
Low Income countries 
High income country 
East Asia and Pacific 
Europe and central Asia 
Latin America and 
Caribbean 
Middle East and North 
Africa 
Sub-Saharan 
South Asia 
Bangladesh 
India 
Pakistan 
Srilanka 
Agriculture 
1990 
5W 
16 
3 
24 
17 
9 
15 
18 
31 
30 
31 
26 
26 
2002 
4W 
11 
2 
15 
9 
7 
11 
18 
23 
23 
23 
23 
20 
Industry 
1990 
34W 
38 
33 
40 
44 
36 
38 
34 
27 
21 
28 
r 25 
26 
2002 
29W 
33 
27 
47 
32 
26 
41 
29 
26 
26 
27 
23 
26 
Services 
1990 
60W 
46 
64 n 
37 
39 
55 
47 
48 
43 
48 
41 
49 
48 
2002 
68W 
55 
71 
38 
59 
67 
48 
54 
51 
51 
51 
53 
54 
Source: World Development Indicator, 2004, World Bank, p 188 
3. Services in Terms of Value Added in Global Economy 
In addition to the considerable portion in world's GDP, 
services have increased significantly the value added in the 
economy and in term of international export. Services got promoted 
on account of more use of information technology and 
ts-e-ir 
communication. Growth in services sector is also increased due to 
the increased usage of services by manufacturing. Along with 
sizeable share in the World's GDP, services have added 
substantially value added in economy and in term of exports of 
services. Through table 4.3, it is manifested that services have 
increasingly become of paramount significance in economies. Table 
relates to the percent share of services in value added and also in 
export as per cent of GDP. Since 1980, the shares of services have 
been more than 50 per cent. The data reveal that in 1980, the 
service share in value added as a per cent of total economy was 
55.3 per cent and grew consistently to 65.8 per cent in 1998 and 
eventually occupied higher share of 68.0 per cent in 2003. The 
table also sheds light on the share of export of services as per cent 
of GDP. It is observed that service in term of export as per cent of 
GDP too is observing upward trend. It has increased from 3.7 per 
cent to 4.8 per cent in 1998. In 2003, the share of service export as 
of percentage of GDP rose to 5.1 per cent. These pat terns of 
increase in service are witnessed both in developed and the 
developing economies. The burgeoning pace of service got 
stimulated on account of rise of information technology and 
communications, along with the services getting more embedded in 
manufacturing than and before. The blowing of Liberalization, 
Privatization and Globalization (LPG) wind at the services realm has 
also galvanized the services in respect of valued added and exports 
in global economy. 
1*8-M 
Table 4.3 
Services in Term of Value Added in Global Economy and Export 
(1980-2003) 
Year 
1980 
1998 
2003 
Service Value Added as 
% of Total Economy 
(world) 
55.3 
65.8 
68.0 
Export of services as of 
% of GDP 
3.7 
4.8 
5.1 
Source: OECD, Services Statistics Coordination and Strategy, Statistical Commission, 2005, Thirty 
Sixty Session, p. 3 
4. Sales by GATS Modes of Supply: A Statistical 
Approximation 
Under the WTO's ambit, GATS is the prime promoter of 
international trade in services. The WTO has designed various path 
ways for increasing the International trade in services. Under the 
WTO jargon, these are christened as modes. Under GATS there are 
four modes namely, mode 1 which is known as cross border 
supply. Mode 2 is consumption abroad, Mode 3 is commercial 
presence and Mode 4 is movement of na tura l person. Table 4 .4 
speaks of da ta on sales by GATS mode of supply. 
Table 4 .4 
Sales by GATS Modes of Supply Statistical Approximation 
Mode of Supply 
Cross-border 
Consumption abroad 
Commercial presence 
Presence of natural persons 
Estimated Share 
35%" 
10-15% 
50% 
1-2% 
Source: Symposium on Cross-Border Supply of Services WTO 28-29 April 2005 
ir&~£» 
It is revealed that in sales by GATS mode of supply, 
commercial presence christened as mode 3 in GATS lexicon, 
occupies 50 per cent of share in total services sale. Cross-border 
(Mode 1) and consumption abroad (Mode 2) with share of 35 per 
cent and 10-15 per cent are the second and third in line. The most 
deplorable scene was witnessed at presence of Natural Persons 
(Mode 4) where this mode occupied a meager share of 1 to 2 per 
cent. The proliferation of commercial presence got nour ishment on 
account of opening up of developing countries ' investment regime 
through which the capital surplus countries have made their 
presence through TNCs and MNCs. On the contrary, the developed 
countries have not opened their labor market for developing 
countries; an area where developing countries have prowess. Thus, 
the Mode 4 failed to increase its share. 
5. Exports of Services 
a. World Exports of Goods and Services 
Traditionally International Trade and Commerce was mainly 
concentrated to goods but of late with the onset of globalization, 
trade in services have become quite in vogue at the plane of 
international bus iness . Today, trade in services has made its 
presence felt at the sphere of international trade and investment. 
Table 4.5 pertains to world export of Goods and Service during the 
period from 1999 to 2003. 
l£§~V 
Table 4.5 
Word Export of Goods and Services 
(1999 to 2003) 
(US $ Billion) 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
SD 
CV 
Merchandise Goods 
5473 
6186 
5984 
6270 
7294 
7.73 
6241.4 
664.93 
10.65 
Commercial Services 
1350 
1435 
1458 
1570 
1795 
7.47 
1521.6 
171.8147 
11.29 
Source: International Trade Statistics, WTO, Various Annual Issues 
b. World Export of Commercial Services, by Category 
Service sector is divided into "Commercial Services" and 
public services. Under the public services, services runned by the 
various governments are covered. Commercial services are covered 
under the International Trade and Investment. Under the lexicon of 
trade in services, the commercial services are divided into three 
main sub segment namely, travel, t ransport and other commercial 
service. It is revealed that previously, the export of t ransport and 
travel encompassed the lion share of commercial services, but with 
the onset of economic reform along with escalation in use of 
information technology, "other commercial services' have become 
the cardinal propeller of commercial services 
/S&^VT 
Table 4.6 
World Export of Commercial Services, by Category 
(1999-2003) 
(US $ Billion) 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
S.D. 
CV 
All 
Commercial 
Services 
1350 
1435 
1460 
1570 
1795 
7.47 
1522 
171.63 
11.27 
Transportat 
ion 
310 
330 
340 
350 
405 
7.03 
347 
35.63 
10.27 
Travel 
440 
465 
465 
480 
525 
4.57 
475 
31.42 
6.61 
Other 
Commercial 
Services 
600 
640 
655 
740 
865 
9.71 
700 
105.41 
15.05 
Source: International Trade Statistics, WTO, Various Annual Issues 
Services are bifurcated into "commercial services" and 
"services pursued by the governments". Commercial services fall 
under the domain of global trade and investment. The commercial 
services are classified into three major sub classifications, namely 
transport, travel and other commercial services. Previously, the 
export of t ranspor t and travel held major share of commercial 
services, but with the advent of informational technology and 
reforms made at various economies, "other commercial services" 
have become the flag bearer of commercial services. Table 4.6 
presents statistics with regard to the world export of commercial 
services, by category from 1999-2003. From the table, it can be 
inferred that the export of world's commercial services has 
registered an AAGR of 7.47 per cent. The Mean and C.V. of export 
of world's commercial services US$ 1522 billion and 11.27 per cent 
respectively during the period taken into consideration. 
&*-©_ 
6.e. Leading Ten Exporters and Importers in the World Trade 
of Commercial Services 
Developed as well as developing countries are engaged in 
international trade in services. Developed countries are the major 
exporters as well as the major importers in the World Trade of 
Commercial Services. France, Italy and United States are some of 
the principal exporters of Commercial Services. The developed 
countries have excelled in commercial services due to conducive 
and bus iness friendly environment. Table 4 .12 provides the 
country wise statistics relating to top ten services exporting and 
importing countries in the world during 2004. 
Table 4 .12 
Leading 10 Exporters and Importers in the World trade of 
Commercial Services 2 0 0 4 
Exporters 
United States 
United Kingdom 
Germany 
France 
Japan 
Italy 
Spain 
Netherlands 
China 
Hong Kong China 
Value 
(US$ 
Million.) 
319 3 
169 2 
126 1 
108 4 
93 8 
84 6 
84 2 
72 4 
58 9 
54 0 
Share 
15 2 
81 
60 
52 
45 
40 
40 
3 4 
78 
26 
Annual 
% 
change 
11 
16 
9 
10 
10 
21 
10 
15 
-
20 
Importers 
United States 
Germany 
United 
Kingdom 
Japan 
France __, 
Italy 
Netherlands 
China 
Ireland 
Canada 
Value 
(US$ 
Million.) 
259 0 
190 8 
134 7 
133 6 
94 5 
79 6 
7 24 
69 7 
58 2 
55 9 
Share 
12 4 
92 
55 
54 
45 
38 
35 
3 3 
28 
27 
Annual 
% 
change 
13 
11 
13 
21 
13 
9 
11 
-
11 
12 
Source. World Trade Report, 2005, WTO, p 22 
* r $ ~ ^ 
World trade in service depicts a highly skewed pattern. The 
top ten services exporting and importing countries amount for 55.8 
percent and 53.1 percent respectively. In 2004, the leading 
exporters are United States, United Kingdom, Germany, France and 
Japan . The leading importers are the United States, Germany, 
United Kingdom, J a p a n and Frances. The interesting aspect is that 
the leading services exporters are also the leading services 
importers too. Out of 5 leading services exporters, only United 
States have favorable trade balance. The statistics reveal that out of 
ten leading service exporter, only 2 countries are developing 
countries. The main reason for the developed countries large share 
in trade in service is owing to the liberalized regime in service, the 
advancement in technology and communication, hassle free 
environment and increase in "other commercial services" a major 
component of commercial services. 
6. f. Major Traders in Business Services 
In the modern era, business services have become one of the 
important components of commercial services. There are number of 
countries excelling in the area of business services. The majorities 
of these countries are engaged in data entry and processing, 
abstracting and indexing, back office process. Business services 
cover legal transaction, customer interaction and technical 
support. Business service comprises various back office processes, 
customer interaction and technical support. Abstracting and 
indexing, da ta entry and processing, electronic publishing, legal 
transcription are some of the prominent services6. Table 4 .13 
furnishes statistics on leading traders of global bus iness service in 
the year 2000 and 2003. From the table, it is deduced that United 
tre-
States was leading exporter of Business service in 2000 and 2003. 
United Kingdom and Germany are the second and third leading 
exporter in 2000 and 2003. It is deduced that trade in business 
service is developed countries ' forte 
Table 4 .13 
Major Traders in Business Services 
( 2 0 0 0 and 2003) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Israel 
Spain 
Canada 
Netherlands 
Sweden 
France 
Source: World Trac 
Exports 
2000 
9398 
10408 
47404 
37780 
28001 
6903 
10113 
12030 
16693 
7673 
20126 
e Report, 
2003 
21115 
15734 
52469 
51785 
38322 
6780 
16427 
13540 
24099 
13141 
25340 
2005, Wl 
Imports 
2000 
14091 
6771 
27922 
17915 
37128 
-
11429 
10525 
17873 
8689 
16232 
rO, p. 278 
2003 
22641 
11475 
33477 
23033 
47141 
-
16935 
11436 
26132 
11827 
25721 
Balance 
2000 
-4693 
3638 
19482 
19865 
-9127 
-
-1316 
2305 
-1100 
-996 
3894 2 
2003 
-1526 
4250 
18992 
28752 
-6819 
-
-508 
2113 
-2033 
1315 
-380 
But the most interesting aspect is that among the leading 
trader, India has been able to make its presence felt at the global 
business services. India has carved niche in global business service 
on account of her prowess of skilled manpower and her efficiency in 
saving 40 per cent to 60 per cent of total cost as compared to other 
players.7 
In the previous table it was manifested that the major trader 
of business services comprises mainly the developed countries. 
Among the developing countries, Brazil, China, India and Israel are 
the major exporters. The rise in India's trade in sendees has been 
due to s t ructural reforms and external liberalization. Table 4 .14 
throws light on the exports of business services from selected 
developing countries. Brazil, China, India and Israel are the leading 
tf«~ K 
developing countries. In 1995-96, China with bus iness services 
export of US$ 5300 million was the leading exporter among the four 
countries. Israel with US$ 2239 million was second in number . In 
2001-02, India, with business exports of US$ 16878 million has 
superseded China and has thus occupied the first slot. China, with 
export of $ 9433 million occupied the second place. The 
s tupendous accomplishment of Indian bus iness service is due to 
new opportunities that have emerged through the information 
Technology, software and service outsourcing 
Table 4 .14 
Exports of Business Services from se lected Developing 
Countries 
(1995-2002) 
Reporter 
Brazil 
China 
India 
Israel 
Average 1995-96 
1416 
5300 
2131 
2239 
Average 2001-02 
4466 
9433 
16878 
6156 
Source Economic and Social Survey, 2004, Trends and Policies in the world economy, United 
Nation, p 43 
6. h. Major Traders in International Computers and 
Information Services 
International Computer and Information Services covers, 
custom application development, outsourcing, package software 
installation, network infrastructure, management , IT training and 
education, networking consulting and integration. Table 4.15 
envelopes statistics on major t raders in international Computer 
and information Services (CIS) during the period 2000 and 2003. It 
is discernible from the data that Ireland occupied pinnacle position 
in exporting of international computer and information Service in 
?rs-f / 
2000 and 2003. India and United State are the second and third in 
the line of exporting international Computer and Information 
Services (CIS). In terms of favorable service balance, it is deduced 
that all the countries have surplus service balance in the years 
2000 and 2003, except Germany, which witnessed unfavorable 
service balance in the 2000 and 2003. Netherlands experienced an 
unfavorable service balance in 2000. Ireland and India's favorable 
service balance was in five figures in 2003. 
Table 4 .15 
Major Traders in International Computer and Information 
Services (CIS) (2000 and 2003) 
(US $ Million) 
Ireland 
India 
United States 
United Kingdom 
Germany 
Israel 
Spain 
Canada 
Netherlands 
Sweden 
France 
Exports 
2000 
7490 
7058 
6722 
4321^ 
3798 
4119 
2043 
2428 
1166 
1101 
803 
2003 
14372 
11282 
r
^m9 
6987 
6585 
3657 
2916 
2282 
2054 
1193 
1255 
Imports 
2000 
272 
223 
4435 
1270 1 
4970 
-
1227 
899 
1187 
1067 
742 
2003 
386 
469 
5138 
2915 
72451 
1662 
1027^ 
1543 
1179 n 
1235 
Balance 
2000 
7212 
6506 
"^2287 
3051 "" 
-1172 
-
816 
1530 
-21 
124 
61 
2003 
L13987 
10817 
2421 
4073 
-680 
1253 
1256 
511 
814 
20 
Source: World Trade Report, 2005, WTO, p. 278 
The cardinal root of Ireland and India being leading exporters 
of computer and information Services is the availability of highly 
qualified professionals and workforce being proficient in English, 
low labor costs and conducive policies of the government with 
respect to FDI taxation and external trade. 
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7.b. Services in Outward FDI in Selected Region of World 
In term of outward FDI the developed countries are again the 
leaders in FDI services. In absolute term the developed countries 
are far ahead of the developing countries and central and eastern 
Europe. Table 4 .19 furnishes data pertaining to services in 
outward FDI in some selected regions of the world. Under the 
developed countries, the United Kingdom service's share m total 
outward FDI h a s increased from 46.6 per cent in 1990-94 to 81.2 
per cent in 2000-02. The share of United States ' service share in 
total outward FDI was also considerable during the referred span of 
time. In the developing countries, Hong Kong and Taiwan were the 
leading destinations where the share of services in total outward 
FDI was substantial . Under the Central and Eastern Europe Check 
Republic and Hungary were the leading countries where services 
occupied considerable share in total outward FDI for the period 
under review. 
Table 4.19 
Services in Outward FDI in Selected Region of World 
(1990 to 2002) 
_ _ _ , (US$ Million) 
Average 1990-94 Average 1995-99 | Average 2000-02 
Developed Countries 
United Kingdom 
United States 
10285 (46 6) 
30868 (60 1) 
46844 (50 5) 
84194 (68 7) 
88580 (81 2) 
79226 (65 0) 
Developing Countries 
Hong Kong, China 
Twain, Province of 
China 
-
745 (50 5) 
14382 (79 1) 
1736 (66 9) 
25745 (86 6) 
2989 (69 8) 
Central and Eastern Europe 
Check Republic 
Hungary 
| 58 (64 5) 
84 (32 8) 
1 130 (93 9) 
168 (30 2) 
Source The Shift Towards Services, Woild Investment Report (2004) UNCI AD, P 306 
U» 
FDI h a s paved its way in numerous services. It is next to 
impossible to incorporate all the services where FDI has made its 
presence felt. Keeping this into perspective, five selected services 
have been taken to gauge the proliferation of FDI both in terms of 
inward and outward on the realm of these services. These five 
services are namely trade, hotels and res tauran ts , transport , 
storage, communications, finance and business services. 
7.c. Distribution of Inward FDI Stock in some Selected 
Services by Group of Economies. 
As far as the distribution of inward FDI is concerned, the 
developed countries are far ahead of the developing countries in all 
the services. The developed counties are ahead of the developing 
countries due to more involvement of Transnational Corporations 
(TNCs) activities. The main cause of FDI flows in the developing 
countries is owing to the fast of pace liberalizing process adopted 
by these countries. Table 4 .20 throws light on distribution of 
inward FDI stock in per cent in selected services by group of 
economies. Under the inward FDI stock in services, it is discernible 
that in 1990, the developed countries with 83 per cent are way 
ahead in comparison to the developing countries having a meager 
share of 17 per cent. In 1990,in respect to leading services in group 
of economies, it is revealed that business services made 93 per cent 
of its inward FDI stock in developed countries. Whereas transport, 
storage and communication with 43 per cent was second to none in 
developing countries from the service point of view. In 2002, though 
the developed countries were again, able to fetch more inward FDI 
te»- yw 
stock in service, in comparison to developing countries but the 
developing countries were able to improve their stand in 
comparison to 1990. In all the five services tha t are taken under 
study, it is revealed that the inward FDI stock in services has 
increased their share in developing countries. The most sensational 
increase at the developing countries ' realm took place in business 
service, which increased its share from 7 per cent in 1990 to 38 
percent in 2002. The principal inflow of FDI stock in service in 
developing countries is their opening up of their economies. The 
cap of FDI in service has been opened by the developing countries. 
The institution of WTO is cardinal determinant in warding off the 
developing countries faulty perception regarding FDI. It is 
sanguinely expected that with more and more developing countries 
making beeline at WTO's realm, the percent of inward FDI stock in 
services will tilt from developed countries to the developing 
countries. 
8.c. Top Ten M&As Deals in Services by Home and Host 
country 
The propensity of TNCs to enter new market through M&As is 
much substant ia l in service sector. The M&As take place due to 
fast opening of external sectors along with privatization 
programmes adopted by the countries. In this perspective the 
developed countries have witnessed more Merger and Acquisition 
due to facilitating bus iness condition. The table 4 .26 pertains to 
top M and As deals in services by home and host country or region 
during the span of eight years i.e. 1996-2003. It is discernible that 
out of 100 M&As deals of world, 64 deals were related to service 
sectors. This statistics reveal the paramount significance of service 
sectors. The highest numbers of service deals (22 in number) were 
made between Western Europe and Western Europe amounting to 
US$47322 million occupied the lion share of 50 per cent. It is 
interesting to note tha t out of 10 deals kicked off between United 
State and Western Europe, eight were related to services. In similar 
fashion, out of 5 deals that were signed between developing 
countries and developed countries 4 were related to services. The 
prime reason for considerable number of services deals made by 
Western Europe is on account of being capital surplus economies 
along with liberalized rule and regulation regarding the trade and 
commerce. 
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1. Introduction 
In the preceding chapter an endeavor was made to bring 
forward the status quo scenario of world's trade in services. An 
effort to encapsulate the service landscape both from global as 
well as Indian context was made in this chapter. The incisive 
discussion on services in the global and Indian perspective 
revealed the burgeoning pace of services with respect to exports, 
imports and FDI. It was also cogently deduced that the business 
world has now acknowledged the prowess of India's service 
sector in escalating the pace of global services. 
Way back in early 80's, GATT had recognized the potent of 
trade in services and simultaneously, the attributes of service 
sector per se became one of the principal ingredients in bringing 
a complete restructuring of GATT' edifice in the form of WTO. 
^Under the WTO, GATS is one of its wings which is basically 
purported to pave new trajectory for the global trade in services. 
Under this backdrop, the current chapter deals with the 
framework of rules and regulations of GATS that aim at fostering 
the momentum of service in the members ' countries. The first 
section of current chapter includes a brief description of history 
relating to surfacing of services under the Uruguay Round. The 
next part of the chapter incorporates the GATS structure and 
service commitments made by members in modes and sectors. 
Taking, that as a touchstone,, commitments that have 
materialized in some selected services are also documented. At 
the end, a thread-bare discussion has been made on 
advancement and betterment beyond GATS Uruguay Round i.e., 
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agenda, issues and negotiations at different fora of the various 
ministerial meets. 
2. Services in the Uruguay Round 
One of the most notable achievements of the Uruguay 
Round of negotiations, which took place between 1986-94, was 
widening up of the scope of the world trade rules to envelop 
trade in services. 1 
The origin of services on multilateral trading system goes 
back to the GATT Ministerial Meet of 88 Nations, held in Geneva 
in November 1982,2 where United States proposal on a 
framework for trade in services got into fame. Thereby, in 
November 1982 the work programe recommended to bring out 
national studies on services. Within a span of two years (1984-
86) seventeen national studies were circulated and 
comprehensive documentation were received from thirteen 
international organsiations.3 A lot of resistance nevertheless 
came from the developing countries owing to apprehension that 
trade in services shall tantamount to transferring domestic 
economy's rein to MNCs. Thus, in a parallel development, 
clusters of participating countries came to forefront. The four 
main clusters jus t preceding the Punta Del Este meeting were: 
a. The United States and some OECD countries, which 
championed the original proposal 
b. The European Community (EC), some OECD member 
and some developing countries, which were working 
toward to an overall comprise. 
c. A group often developing countries (the G-10), led by 
Brazil and India which strongly opposed the U.S. 
initiative 
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d. A group of twenty developing countries (G-20) that 
were prepared to accept the U.S. proposal depending 
on the terms.4 
Inspite of such a polarization on services, backing up for 
service liberalization got stimulated among several developing 
countries in the wake of their unilateral liberalization of trade 
and investment in public sector services. 
Services therefore got accommodated among the basket of 
negotiation issues in Uruguay Round. Subsequently separate 
group for negotiations on services was sponsored for overseeing 
the negotiations in the service sector. It aimed at unfolding a set 
of principles and rules for trade in services. It also aimed at 
providing flexibility to countries in opting the services they 
intend to liberalize and the limitations they prefer to maintain on 
specific sub-sector, activities and mode of supply. Thus, the final 
act of the Uruguay Round incorporated the General Agreement 
on Trade in service (GATS) to administer the complexities and 
intricacies of trade in services. 
3. Structure of GATS 
The General Agreement on Trade in services (GATS) is 
exhaustive legal framework of rules and discipline encompassing 
161 services activities across 12 classified sectors5- It however 
rests on three main elements. 
(a) A framework text encompassing general concepts, 
principles and rules that spread to measures affecting 
the trade in services. 
(b) The annexes to the Agreement, which constitute 
principles and rules for specific sectors and complement 
the text. 
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(c) Specific commitments liberalizing trade within the 
service sectors and sub sectors placed in the national 
schedules of member countries. 
The Agreement has the following parts. 
Part i 
Part II 
Part III 
Part IV 
Part V 
Part VI 
Part i 
-
-
-
-
-
-
Scope and Definition 
General Obligations and Disciplines 
Specific Commitments 
Progressive Liberalization 
Institutional Provisions 
Final Provisions 
Scope and Definition 
Part I of the GATS encompasses the scope and definition of 
the Agreement. The GATS "applies to the measures by Members 
affecting trade in services". The term "services is defined to 
include "any service in any sector except services supplied in the 
exercise of government authority. Under the GATS ambit, it is 
recognized that the movement of trade in services get through by 
four routes. These routes or so-called path-way are known as 
Modes in the GATS jargon.6 
• Mode 1 (Cross-border Supply), covers services 
supplied from the territory of one member into the 
territory of any other member. Mode 1 is also known 
for cross-border supply. Cross - border occurs when 
neither the service supplier nor the service consumer 
has to travel. Lawyer in India sends advice by 
facsimile to a person in Canada illustrates a service 
transaction through mode 1. 
«> Mode 2 (Consumption Abroad) encompasses 
services provided "in the territory of one member to 
the service customer of any other Member". Mode 2 is 
also known as consumption abroad. The purchase of 
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financial services by consumers while traveling 
abroad signifies services transaction through Mode 2. 
• Mode 3 (Commercial Presence) envelopes the 
supply of a service "by a service supplier of one 
member through commercial presence in the territory 
of any other member". Mode 3 is known as 
commercial presence. A U.S. bank establishes a 
subsidiary in India envelopes a service transaction 
under Mode 3 . 
• Mode 4 (Movement of natural persons) covers the 
supply of a service "by a service supplier of one 
member, through presence of natural persons of a 
member in the territory of any other members". Mode 
4 is known as presence of natural person. A financial 
professional from India hired by U.S. firm to work in 
the U.S. years encapsulates a services transaction 
under Mode 4. 
Part II General Obligations and Disciplines 
Part II of GATS deals with general obligations and 
disciplines, which apply, to all service sectors. It contains the 
following. 
a. Article II - Most Favored Nation (MFN) Treatment- It 
binds members to accord to service and service 
suppliers from a member country in same way as they 
treat service and service providers from any other 
country. MFN applies to all services, but there are 
several exceptions to MFN obligation in GATS. 
b. Article III - Transparency. The Agreement stipulates 
transparency in GATS on various echelons, thereby 
facilitating the supplier's quest of rules and regulation 
existing at foreign landscape. 
c. Article IV - Increasing Participation of Developing 
Countries. It acknowledges the developing countries 
participants in service and permits their participants to 
accommodate some rein over access to their market. 
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Article V - Economic Integration- It direct for prohibition of 
discrimination among the parties. 
Article VI - Domestic Regulation-It implies that all regulations 
that the WTO members will impose on the provision of services 
and on the operations of service providers, including those 
applying to foreign ones must be centered in a reasonable, 
objective and impartial manner. 
Article VII - Recognition-It urges international recognition of 
licenses, certificate and authorization in services. 
Article VIII - Monopolies and Exclusive services suppliers-It 
prohibits the monopoly services suppliers of members in 
carrying operations in a manner that weaken the MFN 
obligations or any specific commitments in the schedules. 
Article IX - Business Practices-It aims at eliminating those 
restrictive business practices that hinder competition. 
Article X to XV deal generally with service matter pertaining to 
national echelon. (Article X) Emerging Safeguard Measures), 
(Article XI) Payments and Transfers,(Article XII) Restrictions 
to Safeguard the Balance of Payments, (Article XIII) 
Government Procurement, (Article xiv) General Exceptions 
and (Article XV) Subsidies 
Part III: Specific Commitments 
Part III of the GATS encompasses the vital concepts of 
Market Access and National Treatment. They cover only those 
service industries, which the member has incorporated under its 
individual schedule of commitments. 
165 
Services Under the Framework of GATS 
(Article XVI) Market Access envisages a schedule for each WTO 
member concerning market access for services. Under its 
schedules, the member must enumerate by (i) service sector (ii) 
mode of supply in its market access commitments. It must 
provide service and service supplier of WTO member "no less 
favorable" treatment than that listed in its schedule. The article 
also provides for six limiting elements that unless specified in a 
member's schedules are in principle prohibited.7 The limiting 
elements are: 
a. Members of services suppliers allowed; 
b. The value of transactions or assets; 
c. Quantity of services allowed 
d. Members of employees; 
e. The type of legal entity used by a service supplier; 
f. Maximum amount of foreign participation allowed. 
Article XVII provides for National Treatment. The 
National Treatments stipulates that foreign services and their 
service providers should be treated no less favorable than 
accorded to the domestic services and services providers. The 
national treatment is only for those sectors and modes of supply 
listed in a member's schedule. 
Article XVIII: Additional Commitments. 
It encompasses the possibility of WTO members to 
negotiate additional commitments not dealt under the market 
access and national treatment provisions of Articles XVI and 
XVIII. s 
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Part IV: Progressive Liberalization 
Part IV incorporates (Article XIX) Negotiations of 
Specific Commitments, (Article XX) Schedule of Specific 
Commitments, (Article xxi) Modification of schedules. These 
articles aim at stimulating future rounds along with enhancing 
the general level of specific commitments undertaken by 
members under the ambit of this agreement. 
Part V: Institutional Provisions 
Part V encompasses (Article XXII) Consultation; (Article 
XIV) Dispute Settlement and Enforcement; (Article XIV) 
Council for Trade in services; (Article XXV) Technical Co-
operation; (Article XXVI) Relationship with Other 
International Organizations. These provisions reveal the 
organization's potent. 
Part VI: Final Provisions 
Part VI contains (Article XXVII) Denial of Benefits, 
(Article XXVIII) Definitions (Article XXIX) Annexes. These 
provisions act as guiding torch for members. 
4. Evaluation of GATS Commitments 
The GATS is infact, an outcome of the Uruguay Round. 
Enveloping members ' countries commitments over 150 service 
sectors is self-axiomatic in manifesting GATS cardinal role in 
promoting trade in services. This section of the study attempts to 
sift through schedules of commitment, as well as the service 
commitments by members and by Modes. 
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GATS have incorporated 12 sectors. These are as follows (a) 
Business (including professional and computer) Services (b) 
Communication Services (c) Construction and Related 
Engineering Services (d) Distribution Services (e) Educational 
Services (f) Environmental Services (g) Financial Services (i) 
Health - Related and Social Services [)) Tourism and Travel -
Related Services (k) Recreational, Cultural and Sporting Services 
(1) Transport Services and (m) Other Services not included 
elsewhere. 
a. Structure of Service Sector Commitments 
Table 1 sheds light on the structure of service sector 
commitments. Glancing at the table manifests that the Tourism 
sector with commitments from 125 countries ranks first. It is 
followed by Business Services in which commitments are from 
more than 100 countries. Communication services, transport 
construction recreation, environmental services ranks next in 
sector hierarchy with commitments varying from slightly fewer 
than 100 members but more than 50 members. At the floor of 
the sector- hierarchy are Distribution Services, Health and 
Education Service where commitments are from less than 50 in 
the members ' countries. The reason attributed for sizeable 
commitment in tourism, business and finance rest on the fact 
that these services bring in more foreign exchange and more 
employment. Whereas the health and education services have 
fetch less commitment on account of being mainly in public 
service's sphere and countries fears that GATS commitments 
shall supersede the country rein pertaining to designing of 
domestic regulation on these services. 
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Table 5.1 
Structure of Service Commitments upto 2002 
Sector 
Tourism 
Business 
Finance 
Communication 
Transport 
Construction 
Recreation 
Environment 
Distribution 
Health 
Education 
Commitment by Country 
125 
100 
99 
94 
81 
71 
60 
51 
59 
45 
43 
Source: Chanda , R. (2003), "General Agreement on Trade in Services 
Impl ica t ion for Social Policy Making", Economic and Polit ical Weekly, 
Mumbai , Apri l 19, p , 1568 
c. Schedule of Commitments: The countries pursuing 
liberalization programmes under GATS are demonstrated 
through the schedules of commitments. Country's schedule of 
commitments manifests the dimensions and terms under which 
the core principles of GATS (market access, national treatment 
and MFN treatment) spread to individual service sectors in any 
country. Schedule of commitments also reveal the status quo 
regulating regime and the nature of the limitation, if any, to 
which the commitments are subject to. Each schedule is divided 
into two parts, horizontal and sectoral. Horizontal commitments 
apply across the board to all service sectors; whereas sectoral 
commitments are applicable to specified service sector or sub 
sector. Table 2 provided below envelopes the structure of a 
schedule of horizontal and specific commitments (GATS). 
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Table 5 .2 
Format and Example of a Schedule of Horizontal and 
Specif ic C o m m i t m e n t s (GATS) 
Commitments 
Horizontal 
commitments 
(i.e. across all 
sectors) 
Specific 
commitments 
Architectural 
services 
Mode of 
Supply 
Cross 
border 
supply 
Consumptio 
n aboard 
Commercial 
Presence 
(FDI) 
Temporary 
entry of 
Natural 
persons 
Cross 
border 
supply 
Consumptio 
n abroad 
Commercial 
Presence 
(FDI) 
Temporary 
entry for 
Natural 
Persons 
Conditions and Limitations 
on Market Access 
None 
None 
Maximum Foreign equity 
stake is 49% 
Unbound accept for the 
following: Intra corporate 
transfers of executives and 
senior menageries, 
specialist personnel 
subject to economic needs 
test for stays longer then 
one year service seller 
(Sales people) for stays up 
of to three months) 
Commercial presence 
required 
None 
25% senior Management 
should be National 
Unbound, except as 
indicated under horizontal 
commitments 
Conditions and 
Qualifications on 
National Treatment 
None other than tax 
measures that results 
in treatment of R&D 
services 
Unbound for subsidies 
tax incentives and tax 
credit 
Unbound for subsidies 
under law X, approval 
is required for equity 
stakes over 25% and 
for new investments 
exceeding Y millions 
Unbound 
None 
Unbound 
Unbound except as 
indicated horizontal 
commitments 
R&D: Research and Development ** Foreign Direct Investment 
Source:K.Vinod,(1995)"Business Guide Toward Trading System", Commonwealth 
Publishers,P.197 
d. Commitment by Member: The specific commitments made by 
members ' countries are important to the GATS framework. These 
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commitments will dictate the dimensions of future course of 
services. Developed countries made more commitments in 
contrast to developing countries because of there infrastructural 
developments. Studies manifests that the developed countries 
have made more commitment due to the advancement of 
services at their domestic arena. 
Table 5.3 focuses on the number of service commitments 
made by member countries in descending order. The table 
thread bare examine that only five member countries have made 
services commitments that figures more than hundred in 
numbers. Eight countries have made commitments in more than 
eighty services but less than hundred services. Mostly, the 
members-countries have made commitments upto the extent of 
fifty services. The principal cause of low numbers of services 
commitments by member countries is attributed to the 
apprehension that more opening of services to other member 
countries shall weaken their indigenous service sectors. 
Table 5.3 
Number of Commitments on services Activities of GATS 
Participants 
No. Of Commitments 
More than 100 
81 to 100 
71-80 
61-70 
51-60 
41-50 
31-40 
21-30 
11-20 
1-10 
Countries 
5 
8 
8 
3 
4 
8 
6 
11 
13 
28 
Source: Altenger and Enders, 1995 in M.R.Das and T.K. chakrabarty (2004), WTO: 
Opportunities and Challenges for Indian Banking, Himalaya publishing house, New 
Delhi, p. 105 
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d. Commitments by Mode of supply 
The scheduling countries explicit the market access and 
national treatment conditions with regard to each of the four modes of 
supply for any notified sector. The figure sheds light on spectrum of 
modal coverage which encompasses the market access and national 
treatment. While going through table 5.4, it is discernible that the 
developed and the developing member countries have made 
substantial amount of commitments with no limits in the Mode one 
and Mode two under the market access and national treatment. 
Keeping into the perspective, that the Mode 4 is the cardinal forte of 
the developing member countries, commitments made by the 
developed member countries at Mode four, where 100 per cent of their 
commitments made in market access and 83 per cent in the case of 
national treatment are with limitation which acts as a stumbling block 
for the developing countries. On the other hand in the case of Mode 3, 
which is considered as niche for the developed member countries, the 
developing countries have made satisfactory amount of commitments 
with no limits in market access and in national treatment. 
5. GATS C o m m i t m e n t s o n S o m e S e l e c t e d Serv ices 
It is next to impossible to accommoda te space for 
all the services u n d e r the p re sen t s tudy. T h u s the s tudy m a k e s 
a n endeavor to form groups of services. Three g roups of services 
have been designed Infras t ructure services, professional services 
a n d the emerging services. A few impor tan t services from each 
group have been culled u p . GATS commi tmen t s on these 
selected services have been sifted t h rough u n d e r the cur ren t 
section of the s tudy. 
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a. Commitment in Selected Infrastructure Services 
Infrastructure services hold paramount significance in the 
successful running of economies. Considerable amount of 
commitments on infrastructure services got materialized under 
GATS 'ambit. Financial services and Telecommunication services 
represent some of the important infrastructure services. A 
succinct study of commitments materialized in these two 
services is made. 
i. Financial Services 
The financial service sector represents for a substantial 
share of economic activity in most countries. The pace of 
liberalization of financial services has gained momentum on 
account of countries recent awakening of the need to have an 
efficient and globally competitive financial sector. 
Under the GATS commitment, the financial services 
sector consists broadly of three segments, namely, insurance, 
banking, and non-bank financial services. The reopening of 
negotiations on financial services in April 1997 paved the way in 
successful signing of the Financial Service Agreement (FSA) in 
December 1997. A total of 56 new offers got materialized at the 
conclusion of these negotiations, thereby bringing to 102, the 
total figure of countries that took commitments in financial 
services.11 Financial services Agreement (FSA) envelops over 95 
percent of world trade in banking, 12 insurance securities, and 
financial information under its ambit. 
While gauging the financial services through the model 
coverage, commitment in modes is still mostly partial in nature. 
Services Under the Framework of GATS 
It is revealed that most of the countries have made unbound or 
limited commitments under Modes 1 and 2.Under Mode 3 
considerable amount of opening have been made. Mode 4 is 
unbound in the specific commitments, except as indicated in the 
horizontal schedules. Under GATS commitment, banking 
services have been more successful in fetching extra liberal 
commitment in comparison to other financial services. In sum, 
although, the Financial Services Agreement have been able to 
encompass the global financial services, but there were very 
limited pre-commitments to further liberalization in the financial 
services sector. 
ii. Telecommunication Services 
Under the GATS lexicon, the telecom sector is classified 
into seventeen categories. As on January 2000, 93 WTO 
members had included telecommunications services into their 
schedules of commitments. Basic telecommunications is 
included in the schedule of commitments of 83 WTO members 
and value added services have been committed by 72 members 
governments. In addition, 72 members have committed on some 
or all aspects of the reference paper. Of these, 66 have accepted 
the reference paper in its whole or with minor modifications. All 
the industrialized countries have made commitments on basic 
telecommunications, most value - added sectors and the 
reference paper.13 Under the Mode 1 (cross-border supply), only 
30 percent of commitments in value-added services and 20 
percent or less of commitments in basic services are 
unrestricted. In comparison, the commitments under the Mode 2 
(consumption abroad) reveal more progressive commitment. With 
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some 40 to 50 per cent of commitments being unrestricted for 
both basic and value - add^d services. Partial commitments were 
made much more for the Mode 3 (commercial presence) than for 
other modes of supply. Mpde 3 is also subject to the highest 
number of limitations. 
Under the Mode 4, there are no specific commitments 
except the horizontal commitments,14 The arrangement of 
commitments with respect to Modes is at variance between 
industrialized and developing economies. Developed countries 
have made more unlimited market access commitments for all 
modes under basic as well as value-added service. Whereas 
developing countries have registered the highest incidence of 
commitments on commercial presence.15 
b. Commitments in Selected Professional Services 
The key to successful liberalization of trade in services 
hinges on enhancing the pace in opening of professional 
services. GATS have been able to incorporate commitments on 
professional services. Accountancy services, Health services and 
computer and Related services are the leading professional 
services in governing trade. A compact breakdown of GATS 
commitment covering these three services is made. 
i. Accounting Services 
The role of accounting in the implementation and 
enforcement of financial regulatory measures requirements holds 
vital significance. Under GATS commitments, the accountancy 
sector encompasses accounting, auditing and bookkeeping 
services. Fifty-six members have field commitments in this 
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sector, with 51 commitments in accounting, 50 in auditing and 
42 in bookkeeping. 
While assessing the accountancy commitment through 
modes of supply, under the mode 1 (cross - border supply) it is 
revealed that there are maximum use of unbound commitments, 
(30 per cent) the primary reason of unbound is owning technical 
infeasibility and unsurety regarding the prospect of Mode in 
accountancy sector. Under Mode 2 (consumption abroad), the 
maximum commitments on full market access are made, with 41 
per cent of members making unrestricted offers in this mode. 
Under the Mode 3 (commercial presence) commitments for 
partial market access are very high (89 per cent). Economic 
needs tests, foreign equity participation are some of most 
common limitation under this mode.17Under Mode 4 (Movement 
of Natural Person) the commitments are mostly unbound in the 
sectoral schedules except as indicated in the horizontal 
commitments. The most common limitation includes residency, 
nationality and qualification requirements. 18Though the number 
of commitments under the sector is low, but it is expected that 
with rapid integration of economics, the commitments under the 
sector shall rise. 
ii. Health Services 
The health care sector is among the most rapidly growing 
sectors in the world economy. Trade in health services under 
GATS is incorporated under two categories, business service and 
health related and social services. Three parts of professional 
services are related to health services. These are medical and 
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dental services, veterinary services and services provided by 
midwives, nurses, physiotherapists and paramedical personnel. 
Two sub-categories of health related and social services are 
hospital services and other human health services. 
The highest numbers of commitments i.e., 54 have been 
made in medical and dental services followed by hospital 
services at 44. Only 29 members have made commitments on 
services provided by midwives, nurses, physiotherapist and 
paramedical personnel. Only 17 members ' countries have 
committed to other human health services.19 while assessing 
commitment through modes of supply, it is revealed that in 
Mode 1 (cross border supply) many of the commitments are 
unbound owing to lack of technical feasibility. Under Mode 2 
(consumption abroad) only few members have limited 
consumption abroad in health services. The developing member 
countries have made commitments under Mode 3, aiming to get 
rid of paucity of capital. Lack of substantial commitments in 
Mode 4, except for intra-corporate employees and skilled worker 
not available domestically manifests the conservative approach 
towards movement of natural persons. 
The commitments on health services are far from 
satisfactory on account of two reasons. Firstly the developed 
countries have shown less interest in this sector as compared to 
telecommunication and financial services. Secondly the 
developing countries have the apprehension of foreign private 
health provider gripping the reins of domestic public health 
providers at their realm. 
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iii. Computer and Related Services 
At the heart of the IT Industry is the computer industry, 
incorporating computer hardware and software computing 
services, Substantial requirements for computer and related 
services have stem front contemporary unfolding business 
attributes. The GATS services sectoral classification test 
encompasses computer services as a sub sector comprises five 
sub-categories (a) consultancy services related to the installation 
of computer hardware (b) software implementation services (c) 
data processing services (d) database services (e) other. 
Under the GATS commitments, an overall total of 62 GATS 
schedules encompasses commitments on computer and relates 
services. The commitments are comparatively uniformly spreads 
across sub-sector. 52 commitments are on the sub-sector of 
consultancy services related to the installation of hardware, 57 
on software implementation services, 55 on data processing 
services, 49 on data base services and 30 on other computer 
services.20 
While observing model distribution, it is manifested that 
commitments are uneven ^mong the four modes. The portion of 
unrestricted, or full, mafket-access commitments on cross-
border supply ranges between sub sectors from 60-63 per cent, 
the proportion of full commitments on consumption abroad 
ranges 70-76 per cent and the corresponding range for 
commercial presence is 68-77 percent (but which falls to 29-33 
percent when horizontal limitations on Mode 3 are taken into 
account). The portion of full commitments on market access for 
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presence of natural persons is lowest at 4-7 per cent and only 2 
per cent when horizontal limitations are also accounted for.21 
Sector specific limitations are rare on mode 1 and 2, 
although 18 per cent of the commitments are unbound on Mode 
1 for technical reasons. Partial commitments are common on 
commercial presence, with about 30 percent of commitments 
being subject to limitations in this mode. Partial and unbound 
commitments are many in Mode 4 with 90 per cent of 
commitment subject to sectoral or horizontal limitation and 
about 5 per cent of commitments being unbound.2 2 
c. Commitment in the Emerging Services 
The onset of the liberalization has brought tremendous 
influence on some services. Tourism has gained tremendous 
momentum at global plane on account of imbibing the 
prescription of liberalization. Liberalization has also brought 
service like education and environment under its ambit, which 
was hitherto, considered as untradable components having low 
trade profile. A bird eye view on GATS commitments 
encompassing these three services is made. 
i. Tourism 
Tourism is deemed as one of fastest growing service 
sectors. In contemporary global business milieu, tourism 
services have been accorded of paramount significance. Tourism 
sector has potential for employment creation, income generation 
and also as a creator of foreign exchange earnings. Under the 
GATS commitments, the tourism and travel related services are 
classified in hotels and restaurants, travel agencies and tour 
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operator services, tourist services and other. The tourism 
services account for the maximum number of commitment, for 
112 members scheduling this sector. The numbers of 
commitments, made also differ vastly by sub sector. Hotels and 
restaurants reveal 112 schedules consisting commitments, 
followed in rank by sub sector B, travel agencies and tax 
operators services with 89, sub sector C, tourist guides services, 
with 54, and sub sector D, other with only 13 commitments.23 
With evaluating the commitments across the modes of supply. It 
is manifested that there are substantial number of unbound 
entries under Mode 1 (cross border supply) on account of 
absence of technical feasibility. Under Mode 2 (consumption 
abroad), 49 per cent of members have conditioned no limitation 
on market access and 52 per cent of members have brought no 
barriers on national treatment. Mode 2 is most vital mode of 
supply in tourism servces.24Foreign exchange and payment 
restriction is among the most commonly cited limitation under 
Mode 2.Mode 3 (commercial presence) is subjected to partial 
commitment. In respect to mode 3, market access is facilitated 
only to hotels in excess of certain size licenses, fixed equity limit 
are some of many limitation on Mode 3. As far as Mode 4 is 
concerned the condition is as deplorable as cited in above 
discussed services. 
ii. Environment Services 
This sector is one of those services that received relatively 
few commitments under the Uruguay Round. There are thirty-
eight WTO member countries, which have made a commitment 
in at least one sub sector of environmental services. The number 
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of commitments in individual sub-sectors reveals symmetry, with 
29 commitments on sewage services, 30 in refuse disposal 
services and in sanitation services and 28 in other 
environmental services.25 
Moderately fewer commitments have been made in 
individual segment of other environmental service. More than 60 
percent of the entries under Mode 1 (cross border supply) are 
unbound, while about 30-35 per cent are partial commitments 
and only about 5 per cent are full commitments. In Mode 2 
(consumption abroad) more than 60 per cent of the 
commitments are full commitments and about 30 per cent are 
partial commitments. In Mode 3, (commercial presence) there are 
very few full commitments and over 90 per cent of the 
commitments are restricted. There are virtually no sectoral 
commitments in Mode 4. (Movement of natural person). 26 
Limitations are mostly sector-specific as far as Mode 1 and 
2 are concerned, and horizontal in case of Modes 3 and 4. The 
configuration of the commitment manifests that major developed 
countries including EC and US have made full commitments in 
Modes 2 and Modes 3 and have either given a full commitment 
in mode 1 or left the mode unbound. Among the few developing 
countries that have scheduled environmental services, the 
adherence deviates from being relatively liberal to being quite 
conservative. 
iii. Education Sector 
Through its role in providing skills, the education Sector 
facilitates the countries endeavors in making certain that their 
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populace become capable in accelerating the pace of socio-
economic development. Under the GATS commitment, the 
education service is one of the least committed sectors. 24 of the 
41 schedules encompass commitments for at least four of the 
five sub sectors. A number of commitments on different 
education services resemble similarity, 32 on primary education, 
34 on secondary education, 32 on higher education, 31 on adult 
education and 12 in other education.27 while examining the 
model coverage of commitments in education sector, under Mode 
1 (cross-border supply) most of commitments on cross border 
supply are unrestricted. The few partial commitments on this 
mode are mainly owing to scheduling of sector specific 
limitations. Limitations on the Mode 2 (consumption abroad) of 
education services are very rare in all sub sectors. The few 
partial commitments in Mode 2 are due to similar limitation as 
seen in the Mode 1 partial commitments. Regarding Mode 3 
(commercial presence) the majority of undertakings are full 
commitment for most sub sector the exception being "higher 
education where almost three quarters of the schedules contain 
some kind of limitation. 
Commitment regarding Mode 4 (presence of natural 
persons) largely mirrors like other sectors, with unbound 
sectoral commitment except as included in the horizontal 
schedules and prevalence of horizontal restrictions. The poor 
sectoral coverage of education services bring to forefront the 
moot point that as in many countries education services are 
under the government's rein, the areas that should be faster 
under GATS commitment envelops the gloom of ambiguity. 
183 
Services Under the Framework of GATS 
6.5. Developing Country Members Sans Discrimination 
under GATS 
The institution of multilateral trade organization for trade 
in services aims at fostering and widening the dimensions of 
developing country exports. The WTO keeps into account the 
lop-sided development of services regulations in different 
countries. Thereby the WTO acknowledges that the developing 
country members need to administer the supply of services in 
domestic domain in order to adhere with national policy 
objectives. The mechanism of WTO facilitate the developing 
country members by according well suited flexibility in enabling 
their opening of fewer sectors and liberalizing fewer transaction. 
The WTO guarantees that the members negotiate specific 
commitments in a way that escalates the pace of developing 
countries participation. The WTO also make it certain that the 
negotiations inject sinews to the domestic services of developing 
country members through, inter-alia, access to technology on a 
commercial basis, liberalizing market access in sectors and 
modes of supply of export interest to them, flexibility on adopting 
certain trade distorting subsidies. WTO also aims at liberalizing 
movement of natural persons, an arena considered to be 
developing countries 'forte at global echelon of trade. 
7. Negotiations Beyond the Uruguay Round 
Agreements on services were finalized in December 1993 
and got attested in Marrakesh in April 1994 by more than 100 
countries. It was realized that it was rather an action taken quite 
hastily as agreement failed to encompass complete agreement on 
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financial basic telecommunication, maritime and professional 
services under its gamut. The post-Uruguay Round on 
negotiations witnessed a lot of betterment and enlargement 
under GATS framework. Improved set of commitments in 
financial service was finalized on 12 December 1997. Extended 
negotiations on basic telecom services got materialized into 
agreement on 15 February 1997. Following several meeting, with 
a span of 2 years (1994-1996), a decision on Maritime Transport 
Services was made. An annexe was developed on movement of 
natural persons by mid 1997. Negotiations got momentum in 
2000 with aim of attaining progressively higher level of 
liberalization of trade in services. It was in December 2000, that 
the member countries agreed on a draft framework of guidelines 
and procedures for the negotiations in a special session of the 
council for Trade Service. The Doha Ministerial Declaration of 
November 2001 stipulated that the negotiations would be based 
on a request- offer approach. Member agreed to submit the 
initial requests by 30 June 2002 and initial offers by 31 March 
2003. But, the member countries gave poor response in 
submitting their initial offer. Thereby the WTO Draft of General 
Council on July 16, 2004 extended the date for initial offer to 
May 2005. 
8. Conclusion 
The present chapter has documented as to how services 
got accommodated under the Uruguay Round. This section of 
study has also dealt with the structure of GATS. It can be rightly 
inferred that the rules and the principles of GATS aim at 
escalating the pace of service liberalization sans discrimination. 
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From the sector commitments, it is perceived that most of the 
countries have made commitments in financial, communications 
services and business services where as in education and 
environment services the commitments communicates countries' 
unattractiveness. Under the modal commitments, it is revealed 
that commitments have been in Model, 2 and 3 except the 
unsatisfactory scene of Mode 4 commitments. Under this 
backdrop of contemporary commitments in respect with modes 
and services, it is deduced that outcome of service negotiations 
considerably centers on bargaining mastery of negotiations 
among the countries rather than the perception that imbibing 
the GATS prescriptions shall per se accelerate the pace of 
progressive liberalization of services. 
In sum arid substance, the chapter makes a clarion call 
that the developing countries have to ward off their hitherto 
inward strategies and form a formidable group, mirroring the one 
constituted at Cancun ministerial conference, to liberalize the 
movement of natural person in tandem with the services sector 
in which they can prosper 
In the succeeding chapter, an endeavor is made to 
encapsulate the commitments made by Indian economy in 
respect of her services under the WTO regime. Simultaneously, 
an effort is made to scan the extent of influence of GATS 
structure on landscape of Indian service sector through the lens 
of some selected parameters. 
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Section A 
1. Introduction 
In the previous chapter, a study was presented to critically 
examine the pattern and trends of services in global perspective. 
The chapter also analyzed global services in terms of exports and 
imports, trends in FDI and cross border M&As in services. 
Against this background, the present chapter closely makes 
study on the India's most significant components visible in the 
forms of services. The chapter is divided into two parts: India's 
Export Services and Domestic Performance. 
The following paragraphs delve into the varied aspects of 
India's export services since economic liberalization in India. One 
of the phenomenal developments in the contemporary global 
economic ambience is service sector revolution in India. The 
uninterrupted proliferation of services sector is accredited as 
cardinal determinant in transforming Indian economy from being 
fragile and week to one of the fastest growing economies at global 
economic domain in 1990s. India's service sector represents for 
more than 50 per cent of GDP. The services exports doubled 
from US$24.9 billion in 2003-04 to US$51.3 billion in 2004-05 
demonstrating the sinews of service sector to the escalation of 
her foreign trade.1 The growth of Indian economy on the pattern 
of services-led-growth mirrors the metaphorphosis of economies 
from the rung of developing economy to developed economy, 
which is witnessed through propelling of service sector It is 
witnessed that the net earnings from service exports have 
fortified India's external position in the 1990s and more forcely 
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in the first quinquennium of the 2000s. Services export was one 
of the prime factors in containing the current account deficit at 
1.0 per cent of GDP over a period of 1993-2001.2 
India with growth rate of over 17 per cent per annum in 
export of services, during 1990's, experienced one of the fastest 
growing economies in terms of services in the world. The current 
trade statistics reveal that India ranked 18 th among the world 
leading exporters of service with a share of 1.4 per cent in the 
world exports, having moved up from the 27 t h position in 1990 
where its share was a paltry 0.6 per cent. The share is sizeable 
in comparison to India's share of 0.9 per cent in case of global 
merchandise trade3 . 
Trade in services was the new found green pastured in the 
realm of business where the new economic policy 
metamorphosed "inward looking import substitution" based on 
Mahalonobis Model to the export promotion policy, kicked off by 
erstwhile Prime Minister P.V. Narisimha Rao and the then 
Finance Minister Man Mohan Singh in July 1991.4 This change 
in economic policy paved way for liberalization of services in form 
of a movement towards a stable and realistic exchange rate by 
two steps downward adjustment in the exchange rate in 
July 1991, a transitional period of dual exchange rate during 
1992-93 and the institution of a fully market based exchange 
rate regime in march, 1993.5 The opening of trade and industrial 
policies too, intensified the inflow of FDI in service. Later on, in 
August 1994, the current account convertibility was introduced. 
As a result, India accepted the obligation of current account 
convertibility as under Article VII of the IMF's Article of 
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International Monetary Fund. This all consequently boiled down 
to providing substantial momentum to India's trade in services.6 
Along with all these high income elasticity of demand for 
services, increasing input usage of services by other sectors, 
technological advances, too, played a significant role in spurring 
the growth of India commercial services.7 In the subsequent 
paragraphs, a detail description of India's export service trade is 
made. 
2. India's Export Service Performance 
a. An Overview of India's Export Service 
Among the bigwig economies of the world, India has 
registered the fastest growing services exports during the 1990s. 
Table 1 provides the annual growth in services exports across 
economies during 1990s. 
Table 6.1 
Annual Growth in Services Exports Across Economies During 
the 1990s 
Country ' 
India 
China 
Korea. Rep. 
Malaysia 
Turkey 
Taiwan, China 
Canada 
Hong Kong 
United States 
Singapore 
Australia 
Euro 
Norway 
Switzerland 
Japan 
World Average 
Percentage 
17.3% 
15.80% 
12.30% 
12.20% 
9.20% 
8.00% 
7.30% 
6.20% 
6.10% 
5.10% 
5.10% 
4.40% 
3.80% 
3.80% 
3.50% 
5.6% 
Source: "Sustaining India' Services Revolution", The World Bank, (2004), P.9 
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It is revealed that India's services sector exports grew at a 
Compounded Annual Growth Rate (CAGR) of 17.3 per cent and 
is the highest among the countries. India's service exports 
growth rate has superseded countries like China and the U.S.A. 
India has created her niche in service exports and is on list of 
top 20 service exporters in the world. This stupendous rise is 
mainly on account of growth in information technology, BPO, 
telecommunications and hotels services. 
In comparison to trade in goods, India in a very short span 
of time has made its presence felt at the global trade in services. 
While in terms of growth rate of exports, India excels in world in 
trade in goods, services as well as in software services. Through 
table 6.2, it is discernible that the growth rate of India's services 
exports exceeds sizably in comparison to the world. As far as 
software service is concerned, India's growth rate in software is 
miles ahead to that of the world. 
Table 6.2 
Growth Rate of Exports (India vis-a-vis world) 
(1995-2000) 
Goods 
Services 
Software Services 
World 
3.9% 
3.7% 
25% 
India 
5.4% 
23.2% 
5 1 % 
Source: "Sustaining India' Services Revolution", The World Bank, (2004), P.10 
India service's sector is mainly divided into 5 parts, which 
are Travel, Transport, Insurance, G.N.I.E and Miscellaneous 
services. Table 6.3 provides a detailed breakup of India's service 
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balance from 1950-51 to 2003-04. Travel encompasses all the 
expenditures by foreign tourist in India on the receipts side and 
all the expenditure by Indian tourist abroad on the payments 
side. Travel receipts are mainly gauged by the number of foreign 
tourists visiting India during a given span of time. Whereas on 
the travel payments, data include travel for the purpose of 
business, pleasure, religious trips, medical treatment. From the 
data on travel, it is revealed that in the initial years, travel net 
occupied a meagre favorable share but later on in 1980-81 and 
1990-91 with a surplus of US$1107million and US$1064 
millions respectively, travel occupied the maximum among all 
the five services under review. 
The transportation and insurance accounts take into the 
record receipts and payments pertaining to the carriage of goods 
and natural persons along with other distributive services 
performed on the merchandise trade and tourist traffic. In 
starting years, the transport revealed a meagre favorable balance 
but in 1990-1991 and 2000-01, the sector registered a huge 
deficit balance, but from 2003-04 it showed a favorable balance. 
As far as the insurance service is concerned, the sector has 
shown steadiness in achieving favorable balance through out the 
years under reference. GNIE stands for government not included 
elsewhere, which includes official transactions, both receipts and 
payments that are mainly related to expenses of embassies in 
India and those of Indian embassies abroad. GNIE too, witnessed 
a favorable balance through out the years included in the period 
except in the year of 1990-1991,where the sector witnessed an 
unfavorable balance. Miscellaneous services include a number of 
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services namely, communication services, construction services, 
financial services, software services and management services. 
The escalation of India's service at the international trade and 
investment is mainly due to the rise of miscellaneous services, 
which includes software services too. Through the table, it is 
discernible that miscellaneous services have witnessed a 
favorable balance throughout the years included in the table. 
The increase in these services have got spur on account of 
structural reforms, external liberalization, revolution in 
information technology and communication technology. In the 
coming years too, the miscellaneous services are expected to rise 
and are India's best bet in making her a flag bearer in 
international trade in services. 
Table 6.3 
Break-up of India's Service Balance Since 
(1950-51 to 2003-04) 
US$ Million 
1. Travel Net 
1.1. Receipt 
1.2 Payment 
2. Transport 
Net 
2.1 Receipt 
2.2 Payment 
3. Insurance 
Net 
3.1 Receipt 
3.2 Payment 
4. G.N.I.E., Net 
4.1 Receipt 
4.2 Payment 
5. Mis. Net 
5.1. Receipt 
5.2 Payment 
1950-
51 
-25 
11 
36 
46 
63 
17 
11 
17 
6 
7 
25 
18 
14 
31 
17 
1960-
61 
6 
32 
25 
42 
1 95 
53 
4 
17 
13 
63 
107 
44 
4 
78 
74 
1970-
71 
25 
49 
24 
40 
145 
105 
0 
16 
16 
9 
40 
31 
-63 
41 
14 
1980-
81 
1107 
1221 
114 
8 
457 
449~^ 
22 
65 
43 
51 
111 
60 
111 
951 
840 
1990-
91 
1064 
1456 
392 
-110 
983 
1093 
23 
111 
88 
-158 
15 
173 
161 
1986 
1825 
2000-
01 
693 
3497 
2804 
-1512 
2046 
3558 
47 
270 
223 
332 
651 
319 
2132 
9804 
7672 
2001-
02 
123 
3137 
3014 
-1306 
2161 
3467 
8 
228 
280 
235 
518 
283 
4264 
11036 
6772 
2002-
03 
-29 
3312 
3341 
-736 
2536 
3272 
19 
369 
350 
65 
293 
228 
4324 
14253 
9929 
2003-
04 
611 
4122 
3511 
929 
3260 
2331 
57 
420 
363 
70 
282 
212 
4924 
16865 
11941 
Source: Compiled by the Research Scholar from www.epw.org, 2004 
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Table 6.4 describes the structure of India's service exports 
from 1970-71 to 2004-05. It is discernible that the exports of 
Indian services increased stupendously from US$ 292million in 
1970-71 to US$ 51326million in 2004-05. The most unbelievable 
aspect of the trend of India's service export is the increment of 
service exports in 2004-05 in comparison to 2003-04, which is 
more than the total export of services made during 30 years from 
1970-71 to 2000-04. In term of percentage share of services in 
total service export, it is revealed that transport occupied 49.7 
per cent of total export in 1970-71. In 1980-81, travel with 43.5 
per cent occupied the maximum share of total service exports. In 
1990-91, miscellaneous service with share of 43.7 per cent 
occupied the maximum share total service exports. Thereafter, 
software became flag bearer of India's service export. In 2000-01 
and 2003-04, Software with a share of 39.0 per cent and 48.9 
per cent respectively occupied the lion share. In 2004-05 
miscellaneous services with 43.9 per cent occupied the 
maximum share. 
Table 6.4 
Structure of India's Services Exports 
(1970-71 to 2004-05) 
Year 
1 
1970-71 
1980-81 
1990-91 
2000-01 
2003-04 
2004-05 
Amount 
USSM. 
2 
292 
2904 
4551 
16268 
24949 
51326 
Travel 
3 
16 8 
43 5 
32 0 
21 5 
16 5 
9 8 
Transportation 
4 
49 7 
16 9 
21 6 
12 6 
13 1 
9 9 
Insurance 
5 
55 
2 3 
2 4 
1 7 
1 7 
2 0 
GNIE 
6 
13 7 
4 0 
0 3 
4 0 
1 1 
0 8 
Software 
7 
0 0 
0 0 
0 0 
39 0 
48 9 
33 7 
Mis. 
8 
144 
33 3 
43 7 
21 3 
187 
43 9 
Source Report on Currency and Finance 2004,RBI,p 79 
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It is expected that miscellaneous services, which include 
communications services, construction services, financial 
services, will continue to occupy the maximum share of total 
service exports. 
Figure 6 relates to India's revealed comparative advantages 
in services viz-a-vie goods. Figure illustrates that India manifests 
a strong Revealed Comparative Advantage (RCA) in services in 
comparison to goods. During the period 1996-2000, the RCA 
index for services increased to 74 per cent, whereas the RCA 
index for goods reduced by 15 per cent. The zooming of RCA 
index in services is on account of the increased export of "other 
business services" which encompasses software, finance, 
communications. Figure also reveals India's RCA for service 
export in selected categories. It is observed that during the 
period 1996-2000, the RCA of other business services increased 
by 327 per cent 
Figure 6.1 
India's Revealed Comparative Advantage 
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Source: "Sustaining India's Services Revolution", World Bank 2004, p. 11 
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whereas RCA of travel and transportation services reduced by 19 
and 32 per cent respectively for the referred period. 
b. India's Export under GATS Mode 
With the institution of WTO in 1995, GATS, a prime wing of 
WTO, has brought the international trade and investment in 
services into the center-stage. GATS have brought out four 
routes through which supply of services takes place. These 
routes are christened as modes in GATS parlance. India's trades 
in services have potential to excel in all the four modes. India 
trade in service take place through all the four modes of supply 
brought up by GATS. India has both export as well as import 
interest in all the modes. Infact, India's has revealed its strength 
in Mode 1 and Mode 4 substantially. Under the Mode 1 known 
as cross border supply, the cross border supply in services in 
mainly taken by services embedded in a transportable media. 
India through BPO and ITES has already made its present felt in 
Mode 1. Under Mode 2, known as consumption abroad, India 
has earned sizeable by exploiting tourism and health care. Under 
Mode 3, known as commercial presence, India is able to fetch 
FDI in number of services. Under Mode 4, known as Movement 
of Natural Person, India is world's leading recipient of 
remittances accounting for about 20 percent of global flow.8 
India has become a desirable hub for global outsourcing. 
At present, 60 per cent of the fortune 500 companies are 
outsourcing services to India ranging from simple bank office 
services like processing and billing to intermediate service like 
technical help and systems design, to specialized services like 
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research and development and technical analysis.9 Mckinsey 
Global Institute study, reveals that outsourcing one dollar of 
work to India delivers 33 per cent of value to that country, brings 
67 per cent in savings and value back to the U.S and creates 45 
per cent of new value from redeploying labor-leaving a net gains 
to U.S. of more than the original dollar outsourced. (UNCTAD-
9)10I In 2002-03, offshoring became the main dominant mode of 
delivering respectively for about 58 per cent of total exports. The 
offshoring of the software development, back office and call 
center have propelled India's service exports and thereby has 
nourished the service exports from $0. 50billion to $12 billion in 
2003-04. Software export represents for the major share of 
service exports. ITES have increased from $.6 billion in 1999-00 
to current level of US$3.6 billion. Out of India's software and 
service exports, 68 per cent goes to U.S. and 14 per cent to U.K. 
(UNCTAD-19)11 
Table 6.5 
Indian Services and Software Exports (US$ million) (1995-96 
to 2003 04) 
Year 
1 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
1^002^03 
2003-04 
(Estimate) 
IT Services 
Exports 
2 
754 
1100 
1759 
2600 
3397 
5287 
6152 
7045 
8800 
ITES-BPO 
Exports 
3 
-
-
-
-
565 
930 
1495 
2500 
3600 
Total Software 
and services 
exports 
4(2+3) 
754 
1100 
1759 
2600 
3962 
6217 
7647 
9545 
12200 
Source: Annual Report of RBI, Various Issues. 
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Table 6.5 pertains to exports of IT and 1TES-BPO during 
1995 - 2004. The table reveals that the exports of IT service in 
initial years were growing at average rate. 
But, since, 1999-00, with the growth of ITES BPO exports, 
the total software exports got momentum. In 2000-01, with 
growth of 56.91 per cent in export, the export reached US$ 
6217million; exports of both IT services and ITES BPO have 
revealed a steady growth of export. The export of Indian software 
has increased due to low cost of operations, high quality and 
skilled manpower along with favorable time zone differences that 
assist organization to non-internal cooperation and caters 
customer service round the clock. 
Table 6.6 
Employment in India's Software Industry (Thousand 
and Percentage) 
(2000-04) 
Th
ou
sa
nd
 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
To
ta
l 
284 
430 
522 
661 
813 
=? 
51 
21 
27 
23 
So
ftw
ar
e 
(E
xte
rn
al)
 
110 
162 
170 
205 
260 
S 
47 
5 
21 
27 
So
ftw
ar
e 
(D
om
est
ic)
 
17 
20 
22 
25 
28 
S 
18 
10 
14 
12 
So
ftw
ar
e 
(C
ap
tiv
e 
u
se
r 
o
rg
) 
115 
176 
224 
260 
280 
S 
55 
26 
16 
8 
Bu
sin
es
s 
Se
rv
ic
es
 
(IT
S)
 
42 
70 
106 
171 
245 
£ 
67 
51 
61 
43 
Source: World Trade Report, WTO, 2005 
Table 6.6 describes the trends employment of India's 
software Industry during the period 2000-04. The employment of 
India's software is divided into four parts. These are export 
sector, domestic sector, captive user organization and ITES. In 
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terms of employment on,.alWhole, it is discernible that there was 
stupendous percentage increase in employment in 2000-01. 
Afterward, the percentage increment was between 20 and 
30. In term of sector-wise employment, it is discernible that 
software, export sector and software's captive user organisation. 
were the first and second in providing employment. Software's 
ITES and Software's domestic sectors were third and fourth in 
providing employment. The main reason attributed for the 
increase in Indian software's export sector is India's potent in the 
knowledge-based service. India has a pool of highly skilled 
human capital along with comparative low wage structure. 
Table 6.7 reveals the comparative degree of skills, cost and 
institutions of various countries in BPO industry. It is 
manifested that world has penchant for India as BPO 
destination. 78 per cent of companies have reckoned their high 
emphasis on human factor, and 96 per cent of companies have 
made decision owing to cost factor, though on institution 
criteria, the scene is quite deplorable. 
Table 6.7 
Statement Showing Comparative Degree of Skill, Cost, 
Institutions of Various Countries in BPO Industry 
S.No. 
01 
02. 
03. 
04. 
05. 
County 
India 
China 
Philippines 
Ireland 
Mexico 
Skill 
78 
70 
65 
70 
L 6 
Costs 
96 
89 
60 
45 
50 
(In percent 
Institutions 
62 
67 
53 
78 
53 
S o u r c e : Based on the Study by A.T. Kearney Offshore Location Attractiveness 
Index 2004, presented in S. Priya, A World of Opportunities, Business Today, New 
Delhi, December 19, 2004, pp. 120 
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India is having competition with China, which stands 
second as per the data furnished in the table. India has emerged 
a citadel of skilled manpower that too at a lower price as the 
latest study of Nasscom-Mckinsey shows that one million jobs 
are to be created by 2008 in India. 
Table 6.8 illustrates the availability of skilled labor in BPO 
industry. Table includes the variables of IT skills and availability 
of skilled labor. The variables are measured on a scale of one to 
ten. In term of IT skills, India with 8.72 on a scale of 10 stands 
second to US. In availability of skilled labor, India with 7.57 
occupies the fifth place. It is discernible that India's IT skills and 
skilled labor are par excellence to global benchmark. The 
availability of world class institutions catering to IT education in 
English and efficient manpower at lower price have stimulated 
India's rank on global BPO ~s map. 
Table 6.8 
Availability of Skilled Labour in BPO Industry 
Top 10 Skilled 
Labour Indices 
US 
India 
Australia 
Singapore 
Philippines 
Korea 
Hong Kong 
New Zealand 
Taiwan 
Malaysia 
IT Skills 
8.77 
8.72 
8.27 
8.26 
7.71 
7.64 
7.53 
7.47 
7.26 
7.22 
Availability of Skilled 
Labour 
8.04 
7.57 
7.78 
8.09 
8.25 
7.19 
6.71 
6.37 
7.21 
6.51 
S o u r c e : Based on the Study by A.T. Kearney Offshore Location Attractiveness 
Index 2004, presented in S. Pnya, A World of Opportunities, Business Today, New 
Delhi, December 19, 2004, pp. 121 
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Table 6.9 relates to people skills and their availability 
globally. The variables are gauged on the scale of 1 to 3. As for 
as BPO experience is concerned, India ranks first followed by 
Canada, Singapore and China. India is far ahead in terms of size 
and availability of skill labor except China. In terms of education 
and languages, India occupies on an average place. Taking all 
the parameters together into account, it may be interred that 
India appears to have a palatable hub for BPO activities. 
Table 6.9 
People Skills and their Availability Globally 
Country 
India 
Canada 
Ireland 
China 
Singapore 
Philippines 
Brazil 
Mexico 
Malaysia 
Thailand 
BPO 
Experience 
1.03 
0.82 
0.37 
0.48 
0.61 
0.42 
0.41 
0.26 
0.19 
0.25 
Size and 
Availability 
Labour 
0.47 
0.04 
-
0.60 
-
0.08 
0.11 
0.07 
0.02 
0.06 
Edu. 
0.25 
0.44 
0.39 
0.21 
0.33 
0.19 
-
0.09 
0.27 
0.14 
Lang 
0.21 
0.45 
0.45 
0.07 
0.25 
0.14 
0.13 
0.15 
0.14 
-
Employee 
Retention 
0.13 
0.19 
0.18 
NA 
0.17 
0.11 
0.21 
0.17 
0.11 
0.12 
Source: Based on the Study by A T. Kearney Offshore Location Attractiveness Index 
2004, presented m S. Pnya, A World of Opportunities, Business Today, New Delhi, 
December 19, 2004, pp 122 
Table 6.10 furnishes statistics as regards core 
competencies of some selected countries on a scale of 1 to 4. It is 
discernible that India is on the top in financial structure and in 
people skill availability with a weighted value of 3.72 and 2.09 
respectively. As far as business environment is concerned, it 
entails a lot for improvement. 
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Table 6.10 
Leading World Offshore Locations for BPO 
Country 
India 
China 
Malaysia 
Singapore 
Philippines 
Brazil 
Canada 
Thailand 
Mexico 
Vietnam 
Financial 
Structure 
3.72 
3.32 
3.09 
1.47 
3.59 
3.17 
1.00 
3.44 
3.12 
3.65 
Business 
Environment 
1.31 
0.93 
1.77 
2.63 
0.92 
1.41 
2.48 
1.19 
1.26 
0.70 
People Skill 
Availability 
2.09 
1.36 
0.73 
1.36 
0.94 
0.86 
1.94 
0.57 
0.74 
0.35 
S o u r c e : Based on the Study by A.T. Kearney Offshore Location Attractiveness 
Index 2004, presented in S. Priya, A World of Opportunities, Business Today, New 
Delhi, December 19, 2004, pp. 123 
Table 6.11 
Employment Growth by Service Lines (US$ M) 
(2001-02 to 2 0 0 4 0 5 ) 
Service 
line 
Customer 
Care 
Finance 
HR 
Payment 
service 
Administ 
ration 
Content 
Total 
2001-
02 
30,000 
15,000 
1,5000 
7000 
14000 
39000 
10650 
0 
% to 
total 
28.17 
14.08 
1.41 
6.57 
13.15 
36.62 
100.0 
0 
2002-
03 
65,000 
24,000 
2,100 
11000 
25000 
44000 
17100 
0 
% to 
total 
37.99 
14.02 
1.22 
6.43 
14.02 
25.72 
100.0 
0 
2003-
04 
95,000 
40,000 
3,500 
21000 
40000 
46000 
24550 
0 
% to 
total 
38.70 
16.29 
1.43 
8.55 
16.29 
18.74 
100.0 
0 
2004-
05E 
122,00 
0 
64000 
10000 
30000 
57000 
65000 
348000 
%to 
total 
35.95 
35.05 
2.87 
8.62 
16.37 
18.67 
100.0 
0 
Source : www.nasscom.org 
Table 6.11 manifest data on employment growth of BPO 
taking a time frame of 4 years i.e from 2001 to 2005. It is 
revealed from the table that among the customer care, finance, 
HR, Payment Services, Administration, Content development, the 
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customer care leads the table in increasing the employment of 
BPO. This sector of BPO has 28.17 per cent of shares in 
employment growth in 2001-02, which rose to 38.70 per cent in 
2004. Administration payment service, finance too witnessed 
steady growth rate. However the content development revealed a 
concerning figure as its share which was 36.62 per cent in 2001-
02, declined to 18.74 per cent in 2003-04. 
Table 6.12 shows data pertaining to revenue growth of BPO 
segments. Customer care is again leading in respect of revenue 
growth. It is discernible that the growth rate, which was 27.11 
per cent in 2001-02, grew to 33.52 per cent in 2003-04 and 
29.44 per cent in 2004-05. The content development has again 
shown a deplorable state, its share, which was 30.51 per cent in 
2001-02 decreased to 13.15 per cent in 2004-05. Thus it may 
inferred that Indian BPO has a promising future in global 
business but nevertheless to sustain the global lead as at 
present, India needs to chalk out a set of strategy. 
Table 6.12 
Revenue growth by service lines (US$ Million) 
(2001-02 to 2004-05) 
Service 
line 
Customer 
Cart 
Finance 
HR 
Payment 
service 
Admimst 
ration 
Content 
Total 
2001-
02 
400 
300 
i 30 
no 
185 
450 
1475 
% to 
total 
27.11 
20 34 
2 03 
7 46 
12 54 
30 51 
100 
2002-
03 
810 
510 
45 
210 
310 
465 
2350 
% to 
total 
34 47 
21 7 
1 91 
8 94 
13 19 
19 75 
100 00 
2003-
04 
1200 
820 
70 
430 
5*0 
520 
3580 
% to 
total 
33 52 
22 90 
1 96 
12 01 
15 08 
14 53 
100 00 
2004-
05E 
1500 
1300 0 
0 
165 00 
620 00 
84 00 
670 00 
5095 
%to 
total 
29 44 
25 5 
3 23 
12 16 
16 48 
13 15 
100 00 
Source w w rasscom org 
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Under the Mode 2, which is also known as Consumption 
Abroad. India has tremendous opportunities in number of 
services. Among all the services, India has opportunities to carve 
her niche in tourism, and health care. Tourism holds paramount 
significance in enhancing the pace of economic development and 
employment promotion. Tourism is one of India's vital exports 
service industries. Tourism has vital linkages with several other 
sectors like agriculture, horticulture, handicrafts and 
construction. Table 6.13 draws attention towards foreign tourist 
arrivals and foreign exchange earnings in Indian economy. The 
inflow of foreign tourists and foreign exchange earning reveals 
unwavering growth. Foreign tourists and foreign exchange from 
23.34 lacs and US $ 2878 million in 1996-97 reached to 28.79 
lacs and US$ 3945 million in 2003-04. 
Table 6.13 
Foreign Tourist Arrivals and Foreign Exchange Earnings 
(1996-97 TO 2003-04) 
Year 
1996-97 
1997-98 
1998-99 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
Foreign Tourists 
Number 
in lakh 
23.34 
23.71 
23.97 
25.05 
26.99 
24.28 
24.54 
28.79 
Growth 
Rate 
6.6 
1.6 
1.1 
4 .5 
7.7 
-10.0 
1.0 
17.3 
Estimated Foreign 
Exchange earnings 
Million 
US$ 
2878 
2914 
2993 
3036 
3168 
2910 
3029 
3945 
Growth 
Rate 
6.1 
1.3 
2.7 
1.4 
4 .3 
-8.1 
4.1 
30.2 
Source: Economic Survey 2004-2005,Taxmann Publications, P. 156 
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The impact of America's 9 /11 was seen in 2001-02, where 
foreign tourist and foreign exchange earning growth rate reduced 
by 10.0 per cent and 8.1 per cent. The increase in tourism and 
foreign exchange earning reveals the role of a liberalized 
exchange and payment regime and escalation in business travel. 
Owing to this, India's share in world tourists ' earnings increased 
to 0.74 per cent in 2003 from an average of 0.68 per cent in the 
late 1990s. 
Health care services is one of the fast emerging services in 
India. Under Mode 2, India has emerged as one of the five 
leading exports of medical, tourism services, with an estimate of 
10,00,00 overseas patients receiving treatment in Indian private 
as well as public sector hospitals. Patients come from developed 
countries like UK and US as well as from the developing like 
Bangladesh, Nepal, Srilanka and from Middle East for surgeries 
and specialized treatment in the area as wide as Neurology. Top 
corporate hospitals in the country receive 10 per cent of their 
patients from other countries. India is exploiting its comparative 
advantage in traditional medicine by amalgaming health care 
services with tourism package along with spas, massage, 
thermal bath and other service.12 The following two tables show 
India's competitive edge in medical services. 
Table 6.14 makes a comparison between India and US in 
term of operation costs. The statistics show that Indian hospital 
is miles ahead in cost competitiveness in all the operations. 
Cosmetic surgery, which has become the current mania among 
populace, costs only US$ 2000 in India, which is 10 times lower 
than that of US hospitals. 
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Table 6.14 
Procedure Costs in India & US 
Procedure 
Hear t Surgery 
Bone Narrow T r a n s p l a n t 
Liver T r a n s p l a n t 
Or thopedic Surgery 
Cosmet ic Surgery 
Cost (US$) 
US 
30 ,000 
2 ,50 ,000 
5 ,00,000 
20 ,000 
20 ,000 
India 
5,000-7000 
30 ,000 
40 ,000 
6,000 
2 ,000 
Source : www.ibef.org 
Table 6.15 throws light on the comparative edge in respect 
of operations cost in India. Through the table, it is revealed that 
Philippines and India has potential of attracting patients from 
U.S. In Philippines, an operation is conducted at 22 per cent of 
cost incurred in U.S. Where as India has superceded Philippines, 
as the same operation costs 20 per cent of cost incurred in US. 
Telecom is area where Philippines have considerable competitive 
edge, which need to be worked out by the India. Through the 
GATS commitment, India can lock in the opportunities of 
attracting inflow of patients. 
Table 6.15 
Cost Of Operation In Some Selected Countries 
US $ cost per FIE 
(Full time employee) 
Personal 
G&A Expenses 
Telecom 
Property rentals 
Deprecation 
Total Expenses 
Indi 
US 
42,927 
8,571 
1,500 
2,000 
3,000 
58,508 
i a a s % o f U S 
Indian 
6,179 
1,000 
2,328 
847 
1,500 
11,854 
Costs 
14% 
12% 
55% 
33% 
50% 
20% 
Philippines % of US 
Philippines 
7,793 
1,200 
1,882 
762 
1,500 
13,117 
Cost 
18% 
14% 
12% 
29% 
50% 
22% 
Source: www.ibef.org 
There is a positive association between FDI and growth. 
The figure 6.2 represents the positive correlation between FDI 
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inflow and sectoral growth of service sector. It is indicated that 
the fastest growing sector like business service, 
telecommunication and hotel and restaurants are also the top 
three acquirer of FDI in services sectors. Whereas the 
distribution sector, though the largest segment in respect of 
GDP, owing to FDI restriction, has been one of slowest growing 
segment of services. Similarly construction and transport too, 
are the larger segment in term of size of GDP, but are moving at 
snail's pace on account of barriers to inflow of FDI. 
Figure: 6.2 
Source: "Sustaining India's Services Revolution", World Bank 2004, p. 18 
Under the Mode 3,I.E Commercial Presence, India has been 
able to make her presence felt at foreign economic realm along 
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with attracting investment in her domestic economic sphere. 
Table 6.16 demonstrates data on approved overseas investment 
in financial and non-financial services during April 1999 to 
November 2004. It is detectable that share of non-fmancial 
services exceeds considerably than that of financial services. The 
share of non-financial service wanes from 65.08 per cent to 
19.05 percent in 2002-03. Later on the share of financial 
services increased to 44.30 per cent in 2004-05. Where as the 
share of financial service witnessed wavering trend from 0.24 per 
cent in 1999-00, 2.42 per cent in 2003-04 to a share of 0.40 
percent in 2004-05. Though the financial service failed to make 
home in foreign destination but the non-financial is India's big 
ticket in investment in foreign countries. 
Table 6.16 
Approved Overseas Investment in Financial and Non 
financial Services (US$Million) 
(1999-00 to 2004-05) 
Year 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-
05* 
Total 
Financial 
Services 
4.6 
16.61 
48.62 
1.82 
35.11 
3.99 
110.41 
Growth 
(%) 
289.90 
192.71 
-96.25 
1829.12 
Share 
0.24 
1.20 
1.60 
.12 
2.42 
0.40 
1.09 
Non-
financial 
Services 
1143.52 
876.53 
565.49 
280.17 
438.79 
437.36 
3741.86 
Growth 
(%) 
-23.34 
-34.48 
-50.45 
56.61 
Share 
65.08 
63.41 
18.60 
19.05 
30.24 
44.30 
37.11 
• Upto November 2004 
Source: compiled and computed by the research scholar from 
www.ministry of finance, com, 2004 
India has been able to attract foreign direct investment 
(FDI) in number of services. Table 6.17 describes the FDI inflow 
2!0 
in some selected services. The dawn of liberalization has 
stimulated the pace of pouring in of FDI.Table shows the inflow 
of FDI in some selected service sectors during the period 1998-
2003. From statistics it is discernible that there is a lot of 
deviation in pouring of FDI in various sectors. Software services 
with Rs. 26800.68 million is the highest FDI receiving service 
sector on a average basis. Telecommunication with AAGR of 
442.4 per cent is the highest growing service sector. But on the 
whole the data on FDI are quite perplexing in nature, in some 
years there is continuous inflow of FDI, but in other years the 
FDI in same service get meager amount Constructing sector is a 
sector which witnesses a meager share of Rs. 5 million in span of 
two years i.e. from 1998-99 but in 2000 the sector received 
whopping amount of Rs. 442.75 million. 
Table 6.17 
FDI Inflow in India's Selected Services 
(1998-2003) 
Ye
ar
 
1998 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
SD 
CV 
Te
le
co
m
m
un
ic
at
io
n
 
9574 28 
2200 92 
257 87 
6253 17 
10659 82 
8735 79 
442 4 
6280 30 
4218 33 
67 16 
To
ur
is
m
 
4128 4 
204 12 
535 29 
584 65 
93 92 
7 92 
-41 44 
925 71 
1586 20 
171 65 
H
ot
el
 
a
n
d 
R
es
ta
ur
an
ts
 
640 65 
7640 81 
833 39 
1346 33 
942 82 
1845 25 
226 17 
2208 208 
2695 78 
122 08 
Fi
na
nc
ia
l 
4622 72 
19818 65 
13131 44 
9935 14 
8160 05 
3330 93 
38 71 
9833 155 
6046 91 
61 49 
N
on
-F
in
an
ci
al
 
Se
rv
ice
s 
5020 18 
1795 96 
504 11 
1788 37 
915 24 
1029 72 
16 45 
1842 263 
1637 95 
88 90 
C
on
st
ru
ct
io
n
 
5 
0 
442 75 
92 
1 1 
0 
-96 49 
76 34 
179 53 
235 17 
H
os
pi
ta
l 
805 55 
945 65 
63 22 
276 26 
4943 09 
314 68 
371 34 
1224 742 
1852 38 
151 24 
In
su
ra
nc
e 
-
-
-
3173 29 
1162 68 
402 72 
-64 3616 
1579 563 
1431 55 
90 62 
TJ 
"o 
CO 
6432 73 
10969 67 
116208 6 
14546 37 
7006 
6120 69 
175 58 
26880 68 
43883 64 
163 25 
Source : Complied and Computed by the Research Scholar from 
www.dippmc.org,2004 
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Under Mode 4, also known as Movement of Natural Person, 
India workers both the skilled and non-skilled ones have shown 
their prowess at the global level and have garnered respect from 
all the quarter of world. Skilled workers mainly in IT have 
created a brand name for India in western hemishere. Teachers 
doctors, nurses , engineers have always been in demand in 
America and Europe. Table 6.18 manifest data on the inward 
worker's remittance to India. In 1990-91,the flow of inward 
workers' remittance to India was US$2083 million. The share in 
current receipts and flow as per cent of GDP was 8.0 and 0.7 
respectively. During a span of 4 years i.e., 1990-96 the flow of 
worker remittances increased by 3 times. 
Table 6.18 
Inwards Workers Remittance to India 
(1990-91 to 2003-04) 
Years 
1990-91 
1995-96 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
Flows (US$ m) 
2083 
8539 
12290 
12873 
12192 
15174 
19235 
Share in 
Current 
Receipt (%) 
8.0 
17.1 
18.1 
18.2 
14.9 
15.8 
16.7 
Flows (% at 
GDP) 
0.7 
2.4 
4 
2.8 
2.5 
3.0 
3.2 
Source: Report on Currency and Finance 2003-04.RBI, P.79 
During the same span of time, the share in current receipts 
and flows as per cent of GDP increased by 9.1 per cent and 1.7 
per cent. During the period of 1999-00 - 2001-02 a slight 
fluctuations in terms of reduction was observed in flow of 
workers remittances to India. From 2002-03 onward, the flow 
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has increased. In 2003-04, the flow of inward workers 
remittance recorded a flow of US$19235 million. The 
uninterrupted inflow of workers remittances reflects the world's 
acknowledgement in the potent of India's movement of natural 
person. 
Table 6.19 pertains to the remittances of India and other 
countries during the span of 1985 to 2001.Through the table; it 
is observable that India has been leading country in most of the 
years. Mexico and France are the second and third countries in 
terms of fetching remittances. The reason for India being the flag 
bearer in terms of remittances is large pool of diasporas residing 
abroad. India's workers have made their presence felt in western 
hemisphere as well as in gulf, majority are mainly English 
speaking along with being highly skilled IT professionals. 
Through GATS, India has opportunity to leverage her position. 
Table 6.19 
Remittances of India and other Countries 
(1985-2001) 
(USSMillion.j 
Selected 
Countries 
India 
Mexico 
France 
Philippines 
Spain 
Belgium+lux 
United 
Kingdom 
Germany 
Portugal 
1985 
2,469 
1616 
1393 
806 
1,234 
817 
-
807 
2164 
1990 
2,384 
3098 
4035 
1465 
2,186 
3583 
2099 
4876 
4479 
1995 
6,223 
4368 
4640 
5360 
3,235 
4937 
2469 
4523 
3953 
2000 
9,160 
7596 
8606 
6212 
4,517 
4005 
3587 
3477 
3406 
2001 
10,228 
9920 
9221 
6164 
4720 
3933 
3867 
3803 
_ 3 5 6 6 j 
Source- UNCTAD India (2004),"Trade Liberalization and Poverty in India", p 58 
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Table 6.20 gives an account of HIB beneficiaries in the Top 
5 HIB receiving countries in the year 2002. During the year, 
India occupied a lion's share of 64980 visas, which is more than 
3 times than the China, which occupies second rank. This 
information is self-axiomatic in revealing India's strength in 
movement of natural person. In the selected services, under the 
computer-related service, India has received 47477 visas, which 
is 8 times more than that of China, which with 5357 occupied 
second rank with 5357. Similarly, in services like managers and 
officials, miscellaneous, personal, technical and managers, 
administrative specialization, architecture, engineering and 
surveying India received the highest number of visa. The main 
ground of India's occupying computer-related services is due its 
world-class institutions catering IT education at par with global 
level. It sanguinely expected that in coming years, with increase 
in HIB visas, India's share shall will increase. 
Table 6.20 
HIB Beneficiaries in the Top 5 HIB receiving countries, 2002 
Category 
Total 
Computer-related 
Managers and 
Officials 
Miscellaneous, 
Professional, 
technical and 
managerial 
Administrative 
Specialization 
Architecture, 
engineering and 
surveying 
Medical and Health 
India 
64980 
47,477 
1,212 
690 
2,689 
5,780 
2,530 
China 
18841 
5,357 
388 
349 
1,660 
2,633 
674 
Canada 
11760 
2,770 
1,204 
379 
1,342 
1,629 
949 
Philippines 
9295 
1,561 
315 
115 
2,186 
993 
5 
United Kingdom 
7171 
1,250 
908 
283 
795 
1,235 
31 
Source: Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B.Debroy and M.saquib(eds.),WTO at Ten,Konark Publisher Pvt.,Delhi.,p.33 
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Table 6.21 shows India's share in H1B visa relating to 
emerging and leading services in Asia and world during the 
period of 2000-2002.India's share in H1B visa issued for all 
services in Asia have been more than 50 per cent during the 
stipulated period of time. In respect to world, India's share in 
2000 and 2001 was 44.42 per cent and 50.91 per cent but in 
2002 the share decreased to 32.89 percent. Among the leading 
services, India has occupied substantial share of H1B visa in 
computer related services, both in Asia and world. These 
statistics communicate the prowess of India's Mode 4. 
Table 6.21 
India's Share in HIB visas, Asia and World 
Category 
Computer 
related 
Fashion 
Models 
Managers and 
Officials 
Miscellaneous, 
professional, 
technical and 
managerial 
Administrative 
Specialization 
Architecture, 
engineering 
and surveying 
Medical and 
Health 
(20 
2000 
India's 
Share 
in Asia 
79.62 
10.53 
32.45 
27.62 
23.69 
39.47 
27.86 
India's 
% Share 
in 
World 
68.18 
0.33 
12.28 
11.49 
13.88 
26.01 
18.00 
00-2002) 
2001 
India's 
Share in 
Asia 
81.53 
2.00 
37.16 
33.63 
28.98 
42.36 
31.86 
India's 
% Share 
in 
World 
71.39 
0.11 
13.92 
15.98 
17.14 
27.87 
20.34 
2002 
India's 
Share 
in Asia 
76.43 
11.63 
31.79 
30.82 
22.26 
38.10 
30.50 
India's % 
Share in 
World 
3.21 
0.67 
11.42 
13.97 
12.74 
22.94 
19.58 
Source: Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B.Debroy and M.saquib(eds.),WTO at Ten.Konark Publisher Pvt.,Delhi.,p.35 
In respect to other services, India's share in Asia hovered 
between 27 per cent to 43 per cent during the period of 2000-
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2002.Whereas in world, India's share, ranged between 11.41 per 
cent to 27.87 per cent during the period 2000-2002. 
In a nutshell, from the forgoing discussion on India's 
external services performance, it is perceived that India has 
created niche in global trade and investment in services. Among 
all the services, the miscellaneous group of services is India's 
golden buck. From Modes point of view, India has potential to 
increase her service trading in all four Modes of the GATS. 
Section B 
3 . India's Domestic Service Performance 
The second part of the chapter deals with the internal 
performance of India's service sector. Under this section, India's 
service sector is gauged through its share in GDP, NNP, and 
growth rate. Besides the share of services in employment is also 
gauged. India's services growth have been accorded recognition 
in the international echelon of trade in services. Table 6.22 
relates to service growth rate across major economies during 
1980-90 and in 1990-2001. Through the table, it is deduced that 
India's services sector has risen at an average rate of 7.9 per 
cent during 1990-01, second only to China, which had a growth 
rate of 8.9 per cent. The most interesting aspect is that the 
India's service growth rate is twice the service growth of the U.K. 
and U.S. India's service growth is more than East Asian 
countries too. 
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It is expected that India's service growth shall supersede 
China's service growth rate in coming year. The principal 
propeller to the India's service sector is the substantial growth of 
9.6 per cent witnessed in trade, hotel, transport and 
communication during 1990-2001. 
Table 6.22 
Service Growth Rates Across Major Economies 
(1980-90 to 1990-01) 
Countries 
China 
India 
Indones ia 
Korea 
Malaysia 
Philippines 
Singapore 
U.K. 
U.S. 
1980-90 
13.5 
6.9 
6.5 
8.4 
4.9 
2.8 
7.6 
3.1 
3.4 
190-2001 
8.9 
7.9 
3.6 
5.6 
6.7 
4.1 
7.6 
3.4 
3.7 
Source: The Economic Times, New Delhi, December 24, 2003, p. 6 
Table 6.23 pertains to percentage contribution of sector in 
GDP at factor cost., it is revealed from the data that the growth 
rate of GDP at factor cost hovers between 4 per cent to 8 per 
cent. It is observed that the share of agriculture allied sectors 
have waned from 45.2 per cent during 1951-52 - 1960-61 to 
13.0 percent during 1997-98 - 2003-04. The decline of 
agriculture owes to lack of diversification and export orientation 
agriculture sector. In manufacturing sector, the percentage 
contribution to increase in GDP at factor cost, ranged between 
23.7 per cent during 1951-52 - 1960-61 to 30.9 per cent during 
1992-93 to 1996-97 and to 23.1 per cent during period 1997-98 
2003-04. The relatively low contribution of agriculture and 
industry is due to structural adjustments. In comparison to 
these two sectors, it is deduced that the growth of services is 
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unpara l le l a n d u n m a t c h e d . From 31.1 per cent du r ing 1951-52 -
1960-61 to 63 .9 per cent in 1997-98 - 2003-04 , the service h a d 
a stellar role to play to tell. The rise of service sector 's sha re is on 
accoun t of opening of services sector, along with 
Table 6 . 2 3 
Percentage Contribution to Increase in GDP at Factor Cost 
(1951-52 to 2003-04) 
Time-Period 
AAGR (%) 
Agriculture 
Allied 
Sectors, 
Mining and 
quarrying 
Manufacturin 
g, 
construction 
and utilities 
Services 
Total 
1951-
52 to 
1960-
61 
3.9 
45.2 
23.7 
31.1 
100 
1961-
62 to 
1970-
71 
3.7 
35.1 
26.5 
38.4 
100 
1971-
72 to 
1980-
81 
3.2 
27.2 
25.6 
47.2 
100 
1981-
82 to 
1990-
91 
5.6 
24.2 
28.6 
47.2 
100 
1992-
9 3 to 
1996-
97 
6.7 
20.3 
30.9 
48.8 
100 
1997-
98 to 
2003-
04 
5.6 
13.0 
23.1 
63.9 
100 
Source: www.Economicstimes.com 
a. India's Service Sector in GDP 
Global s tudies corroborates t ha t the rise in economic 
development of a n economy re s t s on the rapid growth of service 
sector, r ise in pace of services reveals the moving of economy to 
high level of income s t a tu s . India 's sectoral sha re in GDP dur ing 
1950 - 2 0 0 3 incorpora tes resu l t s of these global s tud ies . Table 
6.24 c o m m u n i c a t e s the rise of service from 1950 to 2 0 0 3 . In 
1950, the sha re of agr icul ture , i ndus t ry a n d service were 58 per 
cent , 15 per cent a n d 28 per cent respectively. With the passage 
of t ime, it is seen t h a t sha re of agr icul ture wi tnessed con t inuous 
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reduction and reached all time low to 22.1 per cent, where as the 
share of industry hovered between 20 per cent during the 
referred period. In comparison, the share of service witnessed 
continuous increased from 28 per cent in 1950 to 56.2 percent 
in 2003-04. The increased service share is attributed to the 
number of determinants, mainly, relatively better performance of 
service, as compared to industry, low labor restriction along with 
fact that service sector was bestowed on more generous tax 
incentives. 
Table 6.24 
Sectoral Composition of Sectors 
(1950-2004) 
Year 
1950s 
1980s 
1990s 
2000s 
2000-01 
2001-02 
2002-03 
2003-2004 
Agriculture 
58 
38 
33 
24 
23.9 
24.1 
22.0 
22.1 
Industry 
15 
24 
27 
27 
22.0 
21.5 
22.0 
21.7 
Services 
28 
38 
41 
49 
54.1 
54.4 
56.1 
56.2 
Source: Gordon.J andGupta,p.(2004)"Understanding India's Services Revolution", 
IMF Working paper/ 04 /171 p. 30 and Report on currency and Finance ,RBI,P.4 
Table 6.25 envelops data on growth rate of value added 
and final consumption of services and GDP. In 1970, the growth 
of private final consumption of services and of service sector 
value added was 4.5 per cent, country's GDP was 2.9 per cent. 
From the data, it is deduced that consistent growth took place in 
1980 as well as in 1990 too. In 1990, the growth of private final 
consumption of services was 7.9 per cent, in service sector value 
added was 7.5 per cent and in GDP the growth was 5.8 per cent. 
Thus it is noticeable that there is a positive correlation between 
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the growth of private final consumption of service and services 
sector value added with the growth of country's GDP. It may be 
cogently deduced that growth of GDP hinges on the growth of 
private final consumption of service and service sector value 
added. 
Table 6.25 
Growth Rate of Value Added and Final Consumption of 
services and GDP 
(1997-1990) 
Year 
1970s 
1980s 
1990s 
Private final 
consumption 
of services 
4.6 
5.4 
7.9 
Service 
Sector value 
added 
4.5 
6.6 
7.5 
GDP 
2.9 
5.8 
5.8 
Source Gordon,J andGupta,p.(2004)"Understanding India's Services Revolution", 
IMF Working p a p e r / 0 4 / 1 7 1 p.29 
Table 6.26 describes the components of GDP during the 
period of 1994-95 to 2003-04, both at constant price and at 
current price. From the data, it is discernible that AAGR of 
services both at constant price and at current price is at 8.15 per 
and 14.18 per cent, respectively which is way ahead to that of 
agriculture and allied product and Industry. The mean of service 
at constant price and current price is at Rs.589432.8 crores and 
Rs.895839.4 crores, respectively, which again supersedes the 
mean of agriculture an allied product, and of Industry for the 
period under reference. But the C.V. of services reveals a degree 
of instability in comparison to other sectors. The increased AAGR 
of services is on account of rapid growth of business services, 
220 
communication and banking along with hotels and restaurants 
and community services. 
Table 6.26 
Components of Gross Domestic Product 
(1994-95 to 2003-04) 
(Rs. Crores) 
Year 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
AAGR 
Mean 
SD 
CV 
Agriculture & Allied 
Product 
At 
Constant 
Price 
254090 
251892 
276091 
269384 
286094 
286983 
286666 
304666 
283393 
310611 
2.40 
280987 
19052.32 
6.78 
At 
current 
Price 
278773 
303102 
362606 
387008 
442494 
461964 
468480 
510568 
507863 
575283 
8.55 
429814.1 
95266.95 
22.16 
Industry 
At 
Constant 
Price 
183221 
206863 
223766 
230580 
237957 
247595 
263740 
273004 
290486 
309422 
6.03 
246663.4 
38460.87 
15.59 
At current 
Price 
201888 
246757 
278339 
300696 
331537 
350301 
390051 
412819 
463823 
510389 
10.95 
348660 
97020.09981 
27.82 
Services 
At 
Constant 
Price 
400720 
440808 
470225 
516631 
558696 
613789 
648186 
690275 
744483 
810515 
8.15 
589432.8 
135519.3 
22.99 
At current 
Price 
436397 
523412 
602602 
702444 
824096 
949573 
1044468 
1158087 
1283202 
1434113 
14.18 
895839.4 
335305.2 
37.49 
Source: Compiled and Computed by the Research Scholar from data available on 
cso.org, (2004). 
Table 6.27 provides statistics on GDP in service during the 
period from 1995 to 2003. The important services included 
under study are construction, trade, hotels and restaurants 
transport, storage and communications, financing, insurance 
real estate and business services, community, social and 
personal services. Among the services included, transport, 
storage and communications grew at the fastest rate with AAGR 
of 10.82 per cent during the period from 1995 to 2003. The 
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mean and C.V. of transport, storage and communications is Rs. 
63884.89 crores with C.V. of 41.36 per cent. The C.V. reveals a 
high degree of instability. Community services and financing 
including business services with AAGR of 7.57 per cent and 7.55 
per cent were second and third in respect of the fastest growing 
services. The main cause for the rise in transport, storage and 
communications was the embedment with Information and 
technology, which escalated the growth of these services. 
Table 6.27 
Gross Domestic Product in Service Activity 
(1995-96 to 2003-04) 
(Rs. Crore 
Year 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
A.A.G.R. 
Mean 
S.D. 
CV 
Construction 
45496 
46452 
51208 
54389 
58740 
62651 
65161 
69911 
74819 
6.44 
42681.22 
10258.58 
24.3 
Trade, 
Hotels and 
restaurants 
125850 
135495 
145842 
156874 
168199 
174927 
190436 
206040 
224113 
7.48 
121961.9 
32725.02 
26.83 
Transport, 
storage and 
communication 
62317 
67440 
72960 
78883 
87606 
98329 
107395 
120922 
141446 
10.82 
63884.89 
26426.8 
41.36 
Financing, 
Insurance, 
Real Estate 
and 
Business 
services 
102847 
109995 
122784 
131892 
145863 
150907 
157746 
171463 
183718 
7.55 
102452 
27338.82 
26.68 
Community, 
Social and 
Personal Services 
104298 
110843 
123817 
136658 
153375 
161372 
169537 
176141 
186419 
7.57 
106659.3 
29439.2 
27.60 
Source: Compiled and Computed by the Research Scholar from data available on 
cso.org, (2004). 
Table 6.28 pertains to net domestic product by economic 
activity during the period of 1995-2004. Leading services, 
namely, construction, trade, hotel, transport, financing including 
business service community including personal services are 
included. It is noticeable that transport with AAGR of 12.54 per 
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cent is the fastest growing service. The mean and C.V. of 
transport is Rs. 73887.22 crores and 33.04 per cent. The C.V. 
reveals a high degree of inconsistency. Finance including other 
services and Community including personal service, with AAGR 
of 7.67 per cent and 7.66 per cent respectively are second and 
third fastest growing services. The transport storage and 
communication witness highest growth rate as well as revealed 
highest degree of inconsistency due to rapid opening of 
communication and the pouring in of FDI. 
Table 6.28 
Net Domestic Product by Economic Activity 
(1995-96 to 2003-04) 
Rs. crore 
Year 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
A.A.G.R. 
Mean 
S.D. 
CV 
Construction 
43211 
44083 
48504 
51447 
55623 
59343 
61823 
66475 
70962 
6.421629 
55719 
9750.607 
17.49 
Trade, Hotels 
and 
restaurants 
122396 
131652 
142006 
152764 
163908 
170442 
185740 
201203 
218985 
7.552806 
165455.1 
32190.38 
19.45 
Transport, 
storage and 
communicati 
on 
46527 
50349 
55172 
60488 
68595 
78167 
86765 
99617 
119305 
12.54521 
73887.22 
24416.66 
33.04 
Financing, 
Insurance, 
Real Estate 
and Business 
services 
91688 
98093 
110175 
118452 
131549 
135545 
141189 
153900 
165113 
7.670279 
127300.4 
24771.8 
19.45 
Community, 
Social and 
Personal 
Services 
97067 
103327 
115993 
128376 
144612 
152209 
159421 
165269 
174636 
7.669723 
137878.9 
27939.2 
20.26 
Source: Compiled and Computed by the Research Scholar from data available on 
cso.org, (2004). 
Table 6.29 represents the domestic product from other services 
during 1995-96 - 2003-04. From the statistics, it is noticeable that radio 
and T.V broadcasting with AAGR of 569 reveals stupendous growth 
rate. In terms of mean, community services is the highest with Rs. 
61121.78 crores. Whereas recreation and entertainment with C.V. of 7.91 
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per cent reveals a degree of stability in comparison to other services. 
The reason accorded for substantial figure for mean in community 
service is the education and health, which grew at an average rate of 8 
percent in 1990s. 
b. Growth Rates of Service Sector 
The rise of services has strengthened to the growth of 
Indian economy. Table 6.30 describes the sectoral growth rate of 
various sectors during the period 1950- 2004. From the table, it 
is revealed that services have registered a uniform increased 
growth rate. Services grew from 4.5 per cent during 1951-80 to 
8.5 per cent in 2003-04, whereas agriculture and industry 
recorded wavering growth rate. The growth of services have been 
on account of huge income elasticity of demand for services, 
increasing input usage of services, by other inputs and rising 
exports well supported by economic reform and technological 
advancement. 
Table 6.30 
Sectoral Growth Rates (In per cent per annum) 
(1951-2004) 
Year 
1951-1980 
1981 1990 
1991-2000 
2000 01 
2001-2002 
2002-03QE 
2003 04RE 
Agriculture 
2 1 
4 4 
3 1 
-0 1 
6 5 
-5 2 
9 1 
Industry 
5 3 
6 8 
5 8 
6 5 
3 5 
6 2 
6 8 
Services 
4 5 
6 6 
7 5 
5 6 
6 4 
7 2 
8 5 
GDP 
3 5 
5 8 
5 8 
4 4 
5 8 
4 0 
8 2 
Source Gordon, J and Gupta, p (2004), "Understanding India's Sen/ices 
Revolution", IMF Working paper/ 04 /171 p 29 and Report on currency and Finance 
,RBI,(2004),P 4 
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The onset of liberalization has led to opening of services. 
Liberalization seem to have made its impact on the growth of 
India' service sector. The table 6.31 reports on the impact of 
liberalization on India's services during the 1990s.The statistics 
reveal a positive association between liberalization and growth 
rates of Indian services, it is evident that for table those services, 
which have imbibed the prescription of liberalization along with 
domestic reforms, have witnessed higher growth rate. Business 
services mainly information technology and communication grew 
at the rate of 21 per cent and 15.1 per cent respectively. 
Table 6.31 
Growth Rate of Selected Service Sectors during 1990s 
Service Sector 
Business Services (IT) 
C ommunication 
Banking 
Life Insurance 
Hotels & restaurants 
Education 
Medical & Health 
Distribution 
Road Transport 
Air Transport 
Legal Services 
Construction 
Real estate 
Water transport 
Dwellings 
Entertainment services 
Railways 
Postal 
Storage 
Growth Rate 
2 1 % 
15.10% 
11.80% 
11.00% 
10.10% 
9.90% 
9.00% 
8.10% 
7.70% 
6.10% 
5.80% 
5.20% 
4.90% 
4.40% 
4.10% 
3.40% 
3.20% 
1.80% 
1.70% 
Source: World Bank, (2004), Sustaining India's Services Revolution, p. 15 
In terms of moderately liberalized sector, it is deduced that 
banking and life insurance witnessed growth rate of 11.8 per 
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cent and 11 per cent which were way ahead than those services 
where the winds of liberalization were not ushered. Distribution 
and legal services are the principal non liberalized services, 
which grew at the rate of 8.1 per cent and 5.8 per cent 
respectively. The more pathetical condition were at railway, 
postal and storage whose growth rate hovered between 1.7 per 
cent to 3 per cent. Thus, it can be inferred that liberalization has 
substantially spurred the pace of growth in those services where 
reforms were embraced. 
Mckinsey and Co. estimates that services such as 
telecommunication and software have much higher productivity 
levels than other services in India. Whereas other services like 
banking, housing and retail distribution showed poor 
performance on account of regulation. Table 6.32 throws light on 
the productivity of India's services. Thus it can be said that the 
liberalization has underpinned the productivity of services. 
Table 6.32 
India's productivity in selected Services in Comparison to 
US 
Services 
Software services 
Telecommunications 
Software Services and products 
Banking Services 
Housing Services 
Retail Services 
Productivity in (%) 
5 0 % 
48% 
44% 
12% 
8% 
6% 
Source: The World Bank,(2004), Sustaining India's Services Revolution, p. 17 
Table 6.33 illustrates the average growth for various 
services sector during the 1980s and the 1990s. It is discernible 
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that the communication has been the fastest growing service 
during the 1990s. Those service sectors, which have registered 
higher growth after the liberalization compared to the 1980s are 
construction, trade, hotels and restaurants and transport other 
than railway. On the other hand, there was a decline in the 
growth of public sector dominated services like railways and 
banking and insurance. In spite of the fact, that there was 
decline in public service, the banking and insurance sector 
witnessed the second highest growth owing to liberalization that 
have opened entry of private players in the financial markets. 
Table 6 . 3 3 
Average Growth Rate in Various Service Sec tors 
(1980-1990s ) 
Services 
Construction 
Trade 
Hotels and Restaurants 
Railways 
Transport by other means 
Storage 
Communication 
Banking and Insurance 
Real Estate 
Public Administration and 
Defence 
Other services 
1980s 
4 
6 
6 
3 
6 
3 
6 
12 
9 
6 
6 
1990s 
5 
7 
9 
5 
7 
2 
14 
9 
6 
6 
7 
Source: India Development Report 2004,IGIDS,p.26 
In the following paragraphs, a detailed study is made 
pertaining to service growth in selected service sectors. Trade 
includes under its ambit, wholesale and retain trade in 
commodities both produced at home including exports and 
imported, purchase and selling agents, bookers and auctioneers. 
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It is discernible through table 6.34 that the growth of trade has 
been of uniform nature; average growth of trade during 50s-70s 
was 4.8 per cent, which increased to 7.3 per cent in 90s. In 
terms of GDP, too, the share had enhanced consistently from 
11.7 per cent in 1980 to 13.7 percent in 2000. Hotels and 
restaurants realms, include services catered by hotels and other 
lodging places, restaurants, cafes and other eating and drinking 
places. At the hotels and restaurants, average growth rate in 
50s-70s was 4.8 per cent with continuous rise in growth rate in 
90s to reach 9.3 per cent. In respect of share of GDP, share of 
hotels and restaurant was no -where near trade and it remained 
constant with a share of 0.7 in 80s and in 90s. In 2000s, it 
increased to meagerly 1.0 per cent. 
Table 6.34 
Growth Rates and Sectoral Shares of Trade and Hotels 
Sector 
Trade 
(distribution 
services) 
Hotels and 
Restaurants 
Ag. Growth in 
50s-70s 
(share in GDP 
in 1980[ 
4.8 
(11.7) 
4.8 
(0.7) 
Ag. Growth in 
80s (share in 
GDP in 1990) 
5.9 
(11.9) 
6.5 
(0.7) 
Ag. Growth in 
90s (share in 
GDP in 2000) 
7.3 
(13.7) 
9.3 
(1.0) 
Source: Gordon, J andGupta,p.(2004)"Understanding India's Services Revolution", 
IMF Working paper/ 04 /171 p.31 
The banking services includes bank, banking department 
of RBI, post office saving banks, non-bank financial institutions, 
cooperative credit societies, employees provident fund. Table 
6.35 shows that in terms of average growth, banking services 
increased from 7.2 per cent in 50s-70s to 12.7 per cent in 90s. 
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In term of share of GDP, the banking service increased from 1.9 
per cent in 1980 to 6.3 per cent in 2000. Insurance includes life 
postal life and non-life. In terms of average growth, the average 
growth is reduced from 7.1 per cent in 50-70 to 6.7 percent in 
90s. The share in GDP was meager during the referred period of 
time. Among dwelling real estate, business services and legal 
services, business services grew with average growth of 13.5 per 
cent and 19.8 per cent respectively in 90s, which was highest 
growth among all the services included under the table. In term 
of share in GDP, the most deplorable condition was observed in 
legal services where share remained nil during the stipulated 
period of time. 
Table 6.35 
Growth Rates and Sectoral Shares of Financing, 
insurance, real estate and business services 
Sector 
Banking 
Insurance 
Dwellings, real 
estate 
Business 
Services 
Legal Services 
Ag. Growth in 
50s-70s 
(share in GDP 
in 1980) 
7.2 
(1.9) 
7.1 
(0.5) 
2.6 
(4.0) 
4.2 
(0.2) 
2.6 
(0.0) 
Ag. Growth in 
80s (share in 
GDP in 1990) 
11.9 
(3.4) 
10.9 
(0.8) 
7.7 
(4.8) 
13.5 
(0.3) 
8.6 
(0.0) 
Ag. Growth in 
90s (share in 
GDP in 2000) 
12.7 
(6.3) 
6.7 
(0.7) 
5.0 
(4.5) 
19.8 
(1-1) 
5.8 
(0.0) 
Source: Gordon.J and Gupta,p.(2004)"Understanding India's Services Revolution", 
IMF Working paper 04, 171, p.31 
Under the head transport, storage and communications, 
railways envelopes transport's major sector. Table 6.36 shows 
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that the average growth of railway have reduced from 4.2 per 
cent during 50s-70s to 3.6 per cent during 90s. In respect of 
share in GDP too, the share reduced from 1.5 per cent in 1980 to 
1.1 per cent in 2000. Transport by other means include road, 
water, air transports services incidental to transport. In respect 
of average growth, transport by other means witnessed increased 
from 6.3 per cent during 50s-70s to 6.9 per cent in 90s. In term 
of share in GDP, transport by other means had a share of 3.6 
percent in 80s, which increased to 4.3 percent in 2000. Under 
storage the share of average growth reduced from 5.5 per cent 
during 50s-70s to 2 per cent in 90s. In term of share in GDP it 
remained constant at 0.1 per cent during 1980, 1990 and 2000. 
Communication services includes postal money orders, 
telegrams, telephones, overseas, communication services 
miscellaneous. In term of average growth, communication 
services grew with growth rate of 6.7 per cent during 50s-70s, 
which increased to 13.6 per cent in 90s. In respect of share in 
GDP, the share of communication increased from 1.0 per cent in 
1980 to 2.0 percent in 2000. 
Table 6.36 
Growth Rates and Sectoral Shares of Transport and 
Communication Services 
Sector 
Railways 
Transport by other 
means 
Storage 
Communication 
Ag. Growth in 
50s-70s (share in 
GDP in 1980) 
4.2 
(1.5) 
6.3 
(3.6) 
5.5 
(0.1) 
6.7 
(1.0) 
Ag. Growth in 80s 
(share in GDP in 
1990) 
4.5 
(1.4) 
6.3 
(3.8) 
2.7 
(0.1) 
6.1 
(1.0) 
Ag. Growth in 90s 
(share in GDP in 
2000) 
3.6 
(1.1) 
6.9 
(4.3) 
2 
(0.1) 
13.6 
(2.0) 
Source: Gordon, J and Gupta, p.(2004)"Understanding India's Services Revolution", 
IMF Working paper/ 04 / 171 p.31 
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Under the community, social and personal services, table 
6.37 shows that the average growth of public administration and 
defense during 50s-70s, was 6.1 per cent, which reduced to 6.0 
percent in 90s. In terms of share of GDP, the share increased 
from 5.3 per cent in 1980 to 6.1 percent in 2000. The personal 
services include domestic, laundry, barber, beauty shops, 
tailoring others. In terms of average growth, the average growth 
of personal service during 50-70 was 1.7 per cent, which 
increased to 5.0 percent in 90s, in terms of share of GDP, the 
share reduced from 1.6 per cent in 1980 to 1.1 percent in 2000. 
The community service includes education, research, scientific, 
medical, health, religions and other community. 
Table 6.37 
Growth Rates and Sectoral Shares of Community, 
Social and Personal services 
Sector Ag. Growth in 
50s-70s (share in 
GDP in 1980) 
Ag. Growth in 80s 
(share in GDP in 
1990) 
Ag. Growth in 90s 
(share in GDP in 
2000) 
Community, Social and Personal services 
Public 
administration 
defense 
Personal Services 
Community 
services 
Other Services 
6.1 
(5.3) 
1.7 
(1.6) 
4.8 
(4.0) 
3.4 
(1-1) 
7.0 
(6.0) 
2.4 
(1.1) 
6.5 
(4.3) 
5.3 
(1-0) 
6.0 
(6.1) 
5.0 
(1.1) 
8.4 
(5.5) 
7.1 
(0.7) 
Source: Gordon, J andGupta, p. (2004)"Understanding India's Services Revolution", 
IMF Working paper 04, 171, p.31 
In terms of average growth the average growth of 
community services increased from 4.8 percent in 50-70s to 8.4 
percent in 90s. In term of share of GDP, community share in 
GDP measured from 4.0 per cent in 80 to 5.5 per cent in 2000. 
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The other services envelops, recreation, entertainment, radio 
T.V. broadcast sanitary services. In terms of average growth, the 
average growth of other services increased from 3.4 per cent in 
50-70s to 7.1 per cent in 90s. In terms of share of GDP, the 
share of other services in GDP reduced from 1.1 per cent in 1980 
to 0.7 per cent to 2000. 
c. Employment in service sector 
Service sector has a considerable share in employment 
both in public sector as well as in private sector. Table 6.38 
throws light on India's share of services sector in employment 
and in capital formation. Table covers data from 1965-66 to 
1999-2000. It is rather surprising that increment of service 
employment have been on snail's pace. 
Table 6.38 
India share of service sector in employment and capital 
formation (in %) 
(1965-2000) 
Year 
1965-66 
1970-71 
1980-81 
1990-91 
1999-2000 
Employment 
18.1 
20.0 
18.9 
24.4 
23.5 
Gross Capital 
formation 
46.1 
43.7 
44.0 
41.2 
39.6 
Source: Gordon.J andGupta,p.(2004)"Understanding India's Services Revolution", 
IMF Working paper/ 04 /171 ,p.30 
Though the service grew from 42 per cent to 48 per cent of 
GDP during 1990s, the employment share of services witnessed 
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decline by about one percentage point during the decade. Thus it 
can be concluded that though output generation has tilted to 
services, employment creation in services have been far behind. 
In terms of service role in gross capital formation, infact it has 
declined from 46.1 per cent in 1965-66 to 39.6 per cent in 1999-
2000. Thus it can be inferred that the rise in of labor 
productivity is due to other factors rather than capital. 
Statistics show correlation between liberalization of 
services and employment growth during the span of 6 years i.e., 
1993-94to 1999-00. Table 6.39 corroborates that the 
liberalization has galvanized the pace of employment 
opportunities in service sector. Table reveals that those services 
where the liberalization had been introduced have witnessed 
growth in employment, where as those sectors, which were 
moderately opened and closed, saw slow pace in the growth of 
employment. It is revealed that telecommunication, computer 
services and other business services, where liberalization have 
been introduced have considerably grown and in turn have 
spawn greater growth rate of employment, namely, 
telecommunication with 33 per cent and computer related 
services with 20.6 per cent .The moderately liberalized services 
like road transport, construction, health and education 
witnessed employment growth rate between 2.6 per cent to 8.6 
per cent .The closed sectors like accountancy, legal services real 
estate, postal and railway recorded employment growth between 
3.2 to 9.8 per cent . In spite of the fact, that the liberalized sector 
have been able to fetch more employment growth, the closed 
sector have reservation owing to the faulty perception that their 
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inherent policies are unable to match with new private and 
foreign services provider along with the policy maker *s concern 
that large -scale displacement effect will be witnessed with the 
opening of sector to foreign competition. 
Table 6.39 
Impact of Liberalization on India's Service Employment 
Services 
Telecommunications 
Computer 8s related Services 
Other Business services 
Accountancy services 
Road Transport 
Construction 
Hotels 85 Restaurants 
Retail Trade 
Health 
Education 
Whole sale trade 
Legal services 
Real State 
Courier 
Air Transport 
Postal 
Banking 8& non-insurances 
Insurance 
Railway transport 
Railway transport 
Water transport 
Employment Growth Rate 
33 
20.6 
11.6 
9.8 
8.5 
8.1 
7.3 
7.1 
6.9 
6.6 
6.4 
6.2 
6.2 
6.2 
6.2 
6 
4.3 
3.2 
3.8 
3.2 
2.6 
Source: Sustaining India's Services Revolution The World Bank, (2004), P.34 
Table 6.40 relates to employment in services in public 
sector in India during the period from 1995 to 2003. The major 
services are construction, wholesale and retain trade, transport, 
storage and communication, finance, insurance, real estate and 
community social personal services. From the table, it is inferred 
that the wholesale and retail trade with AAGR of 1.60 per cent 
was the fastest employment providing service during 1995 to 
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2003. The disappointing scene was revealed at the realm of 
construction and transport where the AAGR was -2.50 per cent 
and -0.68 per cent respectively. The mean of community, social 
and personal services with 30.50 lacs is the highest service 
employer and its C.V. of 1.22 percent reveals the maximum 
stability among all the services. 
Table 6.40 
Employment in Services (Public Sector) 
(1995-2003) 
(Lacs person as on 31 March) 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
AAGR 
Mean 
S.D 
CV 
Constructi 
on 
11.64 
11.59 
11.34 
11.09 
11.07 
10.92 
10.81 
10.26 
9.48 
-2.50 
10.91 
0.68 
6.23 
Whole 
sale 
and 
Retail 
trade 
1.62 
1.62 
1.64 
1.64 
1.63 
1.63 
1.63 
1.57 
1.82 
1.60 
1.64 
0.06 
3.65 
Transport, Storage & 
Communication 
31.06 
30.92 
30.92 
30.84 
30.84 
30.77 
30.42 
30.09 
29.39 
-0.68 
30.58 
0.53 
1.73 
Finance, 
Insuranc 
e, Real 
State 
12.83 
12.83 
12.84 
12.88 
12.95 
12.96 
12.81 
12.3 
13.77 
0.97 
12.90 
0.37 
2.86 
Communit 
y Social 
and 
Personal 
services 
95.04 
95.2 
97.47 
97.37 
97.94 
97.71 
98.3 
97.35 
96.09 
0.14 
96.94 
1.19 
1.22 
Source: Compiled and Computed by the Research Scholar from Indian Economic 
Survey (Various Issues) Ministry of Finance Government of India, New Delhi. 
Table 6.41 furnishes statistics in employment in private 
sector by service industry. The data covers the period from 1995 
to 2003. It is revealed that community social and personal 
services with a mean of 24.06 lacs, is the highest employer 
generator among the services taken in table. The C.V. of 5.66 per 
cent reveals A degree of stability in the growth of community, 
social and personal services in comparison to other services, but 
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with a AAGR of 1.61 per cent, it is second least service in respect 
of growth. In term of fastest growing services, finance, insurance, 
real estate with AAGR of 4.82 per cent is the prime sector, but 
with a C.V. of 11.93 per cent, the sector reveal a instability. 
Finance and real estate have risen on account of opening to 
private player including foreign one. Community, social and 
personal service will sustain to maintain its position on account 
of substantial support of Government. 
Table 6.41 
Employment in Services (Private Sector) 
(1995-2003) 
(lacs person as on 31 march) 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
AAGR 
MEAN 
S.D. 
CV 
Construction 
0.53 
0.53 
0.54 
0.74 
0.71 
0.57 
0.57 
0.56 
0.44 
-1.00 
0.57 
0.09 
Whole sale and 
Retail trade 
3.08 
3.17 
3.17 
3.21 
3.23 
3.3 
3.39 
3.35 
3.6 
1.99 
3.27 
0.15 
Transport, Storage & 
Communication 
0.58 
0.6 
0.63 
3.41 
0.69 
0.7 
0.76 
0.76 
0.79 
47.99 
0.99 
0.91 
Finance, 
Insuranc 
e, Real 
State 
2.93 
3.06 
3.22 
12.88 
3.58 
3.58 
3.7 
3.91 
4.26 
31.93 
4.56 
3.14 
Communit 
y Social 
and 
Personal 
services 
16.03 
16.58 
16.44 
97.37 
17 
17.23 
3.91 
14.42 
17.56 
78.36 
24.06 
27.81 
Source: Compiled and Computed by the Research Scholar from Indian Economic 
Survey (Various Issues) Ministry of Finance Government of India, New Delhi. 
Table 6.42 relates to growth of service employment in rural 
and urban during the period from 1983 -1993 to 1993-2000. 
Under the rural areas, construction, transport, storage and 
communication have registered an increment of growth of 
employment during 1993-00 as compared to 1983-93. Whereas 
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on urban sphere, all services except public administration, 
community and personal service witnessed increase in growth of 
employment. The rapid decrease in growth of employment in 
public administration community and personal service both in 
rural and urban is on account of freezing of job opportunities by 
government with the onset of liberalization. 
Table 6 . 4 2 
Growth of Employment (Usual Status) 
(1983-2000) 
(in lacs) 
Construction 
Trade, hotels and 
restaurants 
Transport, storage 
and 
communication 
Finance, 
insurance, real 
estate 
Public 
administration, 
community and 
personal services 
Total non-
agriculture 
All sectors 
Rural 
1983-
93 
5.18 
3.72 
4.58 
5.99 
3.13 
3.23 
1.75 
1993-
00 
6.43 
1.18 
7.29 
2.51 
0.32 
2.31 
0.66 
Urban 
1983-
93 
62 
3.94 
2.9 
5.63 
4.16 
3.54 
3.27 
1993-
00 
6.26 
5.54 
3.91 
7.05 
0.13 
2.96 
2.27 
Source: India Development Report 2004,IGIDS, p.27 
Table6.43 draws attention to the elasticity of employment 
in service sector with respect to income during the period from 
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1983-93 to 1993-99. It is revealed that the elasticity of transport, 
storage and communication as well as finance and insurance 
have increased in 1993-99 from 1983-93. Whereas, it has 
decreased substantially in construction, trade and public 
administration. The considerable decrease in public 
administration is due to the curtailing of government jobs. 
Table 6.43 
Elasticity of Employment with Respect to Income 
(1983-1999) 
Construction 
Trade, hotels and 
res taurants 
Transport, storage 
and communication 
Finance, insurance, 
real estate 
Public administration, 
community and 
personal services 
1983-93 
1.27 
0.67 
0.55 
.49 
.63 
1993-99 
1.00 
.38 
.56 
.68 
.02 
Source: India Development Report 2004,IGIDS, p.28 
Table 6.44 relates to data on evolution of input output 
coefficients in India. It is evident from table that the use of 
services sector as ingredient in industry has increased in 1993-
94 in comparison with 1979-80. In industry, the input-output 
coefficient increased from 0.15 per cent to 0.21 per cent. In 
respect to agriculture, the application of services as ingredient 
increased by doubled. The increase of service as ingredient in 
agriculture and industry has led to a lot of refinement and 
improvement in production technique. 
239 
Table 6.44 
Evolution of Input Coefficients in India 
(1979-1994) 
Agriculture Industry Services 
1979-80 
Agriculture 
Industry 
Services 
0.06 
0.07 
0.02 
0.13 
0.35 
0.15 
0.04 
0.11 
0.10 
1989-90 
Agriculture 
Industry 
Services 
0.17 
0.14 
0.05 
0.04 
0.37 
0.19 
0.04 
0.17 
0.19 
1993-94 
Agriculture 
Industry 
Services 
0.15 
0.14 
0.05 
0.04 
0.37 
0.21 
0.03 
0.15 
0.20 
Source: Gordon,J andGupta,p.(2004)"Understanding India's Services 
Revolution"IMF, IMF Working paper/ 0 4 / 1 7 1 , p.32 
Table 6.45 relates to private final consumption of services 
in India. Table encompasses the data from 1950 to 2000 in 
1950, the share of private final consumption in total final 
consumption was 10.2 per cent. 
Table 6.45 
Private Pinal Consumption of Services in India 
(1950-2000) 
Year 
1950-51 
1970-71 
1980-81 
1990-91 
1999-00 
Private Final consumption 
(Percent of total final 
consumption) 
10.2 
13.4 
15.5 
20.4 
27.6 
Source: Gordon, J andGupta, p. (2004)"Understandmg India's Services Revolution", 
IMF Working paper 04 /17 p.32 
It is discernible that share of private final consumption in 
total final consumption has recorded upward going with 
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unwavering growth. In 1999-00 the share of services in private 
final consumption expenditure with 27.6 per cent increased 
almost three times. The increase in share of private final 
consumption is attributed to increase in final demand. 
In sum and substance, it has been revealed that services 
occupy the maximum share in India's economy. Along with the 
growth rate, employment realm has shown that service is 
fostering share there too. 
Conclusion 
The chapter has made an attempt to incorporate the 
performance of Indian services from the external and internal 
point of view. From the chapter, it is perceived that liberalization 
of services has increased India's services in term of exports, 
growth and employment. Liberalization has increased efficiency, 
lowered price and has given galore option for consumer in terms 
of services. Liberalization of service has brought in foreign 
capital, technical know how and technologies. Opening of 
services shall assist India in achieving the millennium 
development goals (MDG). According to latest study by UNCTAD 
INDIA (2004), it is revealed that 1.6 million of people shall move 
out of poverty per year by service liberalization, which shall 
simultaneously lead to growth. Services are instrumental in 
making Indian economy enter in the group of upper middle-
income countries such as Argentina, Malaysia and South Africa 
(India Vision 2020). Acknowledging the paramount significance 
of services in the Indian economy, the multilateral negotiations 
of services materialized in the form of GATS, foretells galore 
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oppor tun i t i es t h a t India can fetch in t e r m s of m a r k e t access 
oppor tuni t ies . The succeeding chap te r will dwell a t the GATS 
c o m m i t m e n t s m a d e by India a n d its impac t on he r service 
sector. 
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2. India's Export Service Performance 
a. An Overview of India's Export Service 
The rise of Indian Economy as one of the fastest leading economies 
at the global level of the trade during the period of 1990's is on account of 
substantial growth of its service sector. Statistics reveals that during the 
1990's the India services sector grew at an average annual growth rate of 9 
percent. Table 6.1 the annual growth in services exports across economies 
during 1990s. 
Table 6.1 
Annual Growth in Services Exports Across Economies During 
the 1990s 
Country 
India 
China 
Korea. Rep. 
Malaysia 
Turkey 
Taiwan, China 
Canada 
Hong Kong 
United States 
Singapore 
Australia 
Euro 
Norway 
Switzerland 
J a p a n 
World Average 
Percentage 
17.3% 
15.80% 
12.30% 
12.20% 
9.20% 
8.00% 
7.30% 
6.20% 
• 6.10% 
5.10% 
5.10% 
4.40% 
3.80% 
3.80% 
3.50% 
5.6% 
Source: "Sustaining India' Services Revolution", The World Bank, (2004), P.9 
It is revealed tha t India's services sector exports grew at a 
Compounded Annual Growth Rate (CAGR) of 17.3 per cent and is 
the highest among the countries. India's service exports growth rate 
has superseded countries like China and the U.S.A. India has 
created her niche in service exports and is on list of top 20 service 
exporters in the world. This s tupendous rise is mainly on account 
of growth in information technology, BPO, telecommunications and 
hotels services. 
Unlike its participation in trade in goods, India has in very 
limited span of time become the cynosure at the sphere of 
international t rade in services. In terms of the export growth rate of 
export, India h a s out class the world in term of goods, services 
including software services. The table 6.2 provides statistics on the 
growth rate of export during the period 1995 - 2000. Table 
manifests tha t India h a s superseded the world in all the three 
areas. 
In comparison to trade in goods, India in a very short span of 
time has made its presence felt at the global t rade in services. 
While in terms of growth rate of exports, India excels in world in 
trade in goods, services as well as in software services. Through 
table 6.2, it is discernible that the growth rate of India's services 
exports exceeds sizably in comparison to the world. As far as 
software service is concerned, India's growth rate in software is 
miles ahead to tha t of the world. 
« ^ « l 
Table 6.2 
Growth Rate of Exports (India vis-a-vis world) 
(1995-2000) 
Goods 
Services 
Software Services 
World 
3.9% 
3.7% 
25% 
India 
5.4% 
23.2% 
51% 
Source: "Sustaining India' Services Revolution", The World Bank, (2004), P. 10 
While deliberating on the configuration of India's service 
export, it is revealed that with the passage of time the basket of 
India's service export have witnessed remarkable changes. The 
basket of India's service export is classified into six par ts namely 
travel, t ransportat ion, insurance, GNIE, software and 
miscellaneous services. At the beginning of 1970's, the travel and 
t ransport contributed substantially contribution in India's service 
export. But in the post liberalization era it is revealed tha t software 
and miscellaneous services have contributed the maximum 
whereas the share of travel and transportat ion has waned 
considerably. Table 6.4 describes the s t ructure of India's service 
exports from 1970-71 to 2004-05. It is discernible tha t the exports 
of Indian services increased stupendously from US$ 292million in 
1970-71 to US$ 51326million in 2004-05. The most unbelievable 
aspect of the trend of India's service export is the increment of 
service exports in 2004-05 in comparison to 2003-04, which is 
more t h a n the total export of services made dur ing 30 years from. 
1970-71 to 2000-04. In term of percentage share of services in total 
service export, it is revealed that t ransport occupied 49.7 per cent 
of total export in 1970-71. In 1980-81, travel with 43.5 per cent 
occupied the maximum share of total service exports. In 1990-91, 
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miscellaneous service with share of 43.7 per cent occupied the 
maximum share total service exports. Thereafter, software became 
flag bearer of India's service export. In 2000-01 and 2003-04, 
Software with a share of 39.0 per cent and 48.9 per cent 
respectively occupied the lion share. In 2004-05 miscellaneous 
services with 43.9 per cent occupied the maximum share . 
Table 6 .4 
Structure of India's Services Exports 
(1970-71 to 2004-05) 
Year 
l 
1970-71 
1980-81 
1990-91 
2000-01 
2003-04 
2004-05 
Amount 
US$M. 
2 
292 
2904 
4551 
16268 
24949 
51326 
Travel 
3 
16.8 
43.5 
32.0 
21.5 
16.5 
9.8 
Transportation 
4 
49.7 
16.9 
21.6 
12.6 
13.1 
9.9 
Insurance 
5 
5.5 
2.3 
2.4 
1.7 
1.7 
2.0 
GNIE 
6 
13.7 
4.0 
0.3 
4.0 
1.1 
0.8 
Software 
7 
0.0 
0.0 
0.0 
39.0 
48.9 
33.7 
Mis. 
8 
14.4 
33.3 
43.7 
21.3 
18.7 
43.9 
Source: Report on Currency and Finance 2004,RBI,p.79 
It is expected that miscellaneous services, which include 
communications services, construction services, financial services, 
will continue to occupy the maximum share of total service exports. 
The rising share of business process outsourcing (BPO) 
services in the total export and the offshore delivery model have led 
to increased employment opportunities in India and h a s also raised 
the prospects of sustaining the high growth rate of software exports 
in the future. Skills, cost and institutions are the three main pillars 
on which the comparative edge of countries lies. Table 6.7 reveals 
the comparative degree of skills, cost and insti tut ions of various 
countries in BPO industry. It is manifested tha t world has 
penchant for India as BPO destination. 78 per cent of companies 
have reckoned their high emphasis on human factor, and 96 per 
cent of companies have made decision owing to cost factor, though 
on institution criteria, the scene is quite deplorable. 
Table 6.7 
Statement Showing Comparative Degree of Skill, Cost, 
Institutions of Various Countries in BPO Industry 
(In percent) 
S.No. 
01 
02. 
03. 
04. 
05. 
County 
India 
China 
Philippines 
Ireland 
Mexico 
Skill 
78 
70 
65 
70 
6 
Costs 
96 
89 
60 
45 
50 
Inst i tut ions 
62 
67 
53 
78 
53 
Source : Based on the Study by A.T. Kearney Offshore Location Attractiveness Index 
2004, presented in S. Priya,-A World of Opportunities, Business Today, New Delhi, 
December 19, 2004, pp. 120 
India is having competition with China, which stands second 
as per the data furnished in the table. India has emerged a citadel 
of skilled manpower that too at a lower price as the latest study of 
Nasscom-Mckinsey shows that one million jobs are to be created by 
2008 in India. 
The success of sustaining BPO Industry hinges primarily on 
the IT skills and availability of skilled labor. Developing countries 
main strength lie in the availability of skilled labor. It is only 
because of this ingredients that the developing countries including 
India have fetch considerable business opportunities at the arena 
of global BPO suppliers. Table 6.8 illustrates the availability of 
skilled labor in BPO industry. Table includes the variables of IT 
skills and availability of skilled labor. The variables are measured 
on a scale of one to ten. In term of IT skills, India with 8.72 on a 
scale of 10 stands second to US. In availability of skilled labor, 
£Hv-v 
India with 7.57 occupies the fifth place. It is discernible tha t India's 
IT skills and skilled labor are par excellence to global benchmark. 
The availability of world class institutions catering to IT education 
in English and efficient manpower at lower price have stimulated 
India's rank on global BPO "s map. 
Table 6.8 
Availability of Skilled labour in BPO Industry 
Top 10 Skilled 
Labour Indices 
US 
India 
Australia 
Singapore 
Philippines 
Korea 
Hong Kong 
New Zealand 
Taiwan 
Malaysia 
IT Sfcills 
8.77 
8.72 
8.27 
8.26 
7.71 
7.64 
7.53 
7.47 
7.26 
7.22 
Availability of Skilled 
Labour 
8.04 
7.57 
7.78 
8.09 
8.25 
7.19 
6.71 
6.37 
7.21 
6.51 
Source : Based on the Study by A.T. Kearney Offshore Location Attractiveness Index 
2004, presented in S. Priya, A World of Opportunities, Business Today, New Delhi, 
December 19, 2004, pp. 121 
Financial s t ructure , business environment and people skill 
availability are the main indicators on which the countries 
outsource their t ask to other countries. Countries examine the 
financial condition of service provider along with it the outsourcing 
countries measures the business conditions and of skill 
availability. Table 6 .10 furnishes statistics as regards core 
competencies of some selected countries on a scale of 1 to 4. It is 
discernible tha t India is on the top in financial s t ructure and in 
people skill availability with a weighted value of 3.72 and 2.09 
respectively. As far as business environment is concerned, it entails 
a lot for improvement. 
Table 6 .10 
Leading World Offshore Locations for BPO 
Country 
India 
China 
Malaysia 
Singapore 
Philippines 
Brazil 
Canada 
Thailand 
Mexico 
Vietnam 
Financial 
Structure 
3.72 
3.32 
3.09 
1.47 
3.59 
3.17 
1.00 
3.44 
3.12 
3.65 
Business 
Environment 
1.31 
0.93 
1.77 
2.63 
0.92 
1.41 
2.48 
1.19 
1.26 
0.70 
People Skill 
Availability 
2.09 
1.36 
0.73 
1.36 
0.94 
0.86 
1.94 
0.57 
0.74 
0.35 
Source : Based on the Study by A.T. Kearney Offshore Location Attractiveness Index 
2004, presented in S. Priya, A World of Opportunities, Business Today, New Delhi, 
December 19, 2004, pp. 123 
Foreign Direct Investment (FDI) is recognized as remedy for 
improving country 's economic condition. In the post liberalization 
era, India h a s been successful in garnering considerable amount of 
FDI. Of late, it is interesting to note tha t India is making 
investment abroad due to robust economy. India's investment is 
uniformly spread out in the global world. In services too India has 
made investment at global world. Under the Mode 3,I.E Commercial 
Presence, India h a s been able to make her presence felt at foreign 
economic realm along with attracting investment in her domestic 
economic sphere. Table 6.16 demonstra tes data on approved 
overseas investment in financial and non-financial services during 
April 1999 to November 2004. It is detectable tha t share of non-
financial services exceeds considerably than that of financial 
services. The share of non-financial service wanes from 65.08 per 
%Ml«*y(f 
cent to 19.05 percent in 2002-03. Later on the share of financial 
services increased to 44.30 per cent in 2004-05. Where as the 
share of financial service witnessed wavering trend from 0.24 per 
cent in 1999-00, 2.42 per cent in 2003-04 to a share of 0.40 
percent in 2004-05. Though the financial service failed to make 
home in foreign destination but the non-financial is India's big 
ticket in investment in foreign countries. 
Table 6.16 
Approved Overseas Investment in Financial and Non financial 
Services (US$Million) 
(1999-00 to 2004-05) 
Year 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-
05* 
Total 
Financial 
Services 
4.6 
16.61 
48.62 
1.82 
35.11 
3.99 
110.41 
Growth 
(%) 
289.90 
192.71 
-96.25 
1829.12 
Share 
0.24 
1.20 
1.60 
.12 
2.42 
0.40 
1.09 
Non-
financial 
Services 
1143.52 
876.53 
565.49 
280.17 
438.79 
437.36 
3741.86 
Growth 
(%) 
-23.34 
-34.48 
-50.45 
56.61 
Share 
65.08 
63.41 
18.60 
19.05 
30.24 
44.30 
37.11 
• Upto November 2004 
Source: compiled and computed by the research scholar from 
www.ministryoffinance.com,2004 
Under the post liberalization regime India h a s become 
palatable destination for FDI inflow. India h a s been successfully 
experience the inflow of Foreign Direct Investment. FDI in services 
has been more in those sectors which have been opened more 
liberally. India h a s been able to at tract foreign direct investment 
(FDI) in number of services. Table 6 .17 describes the FDI inflow in 
some selected services. The dawn of liberalization h a s stimulated 
the pace of pouring in of FDI. Table shows the inflow of FDI in some 
selected service sectors during the period 1998-2003. From 
statistics it is discernible that there is a lot of deviation in pouring 
of FDI in various sectors. Software services with Rs. 26800.68 
million are the highest FDI receiving service sector on a average 
basis. Telecommunication with AAGR of 442.4 per cent is the 
highest growing service sector. But on the whole the da ta on FDI 
are quite perplexing in nature , in some years there is continuous 
inflow of FDI, bu t in other years the FDI in same service get meager 
amount Constructing sector is a sector which witnesses a meager 
share of Rs. 5 million in span of two years i.e. from 1998-99 but in 
2000 the sector received whopping amount of Rs. 442.75 million. 
Table 6.17 
FDI Inflow in India's Selected Services 
(1998-2003) 
Ye
ar
 
1998 
1999 
2000 
2001 
2002 
2003 
A A G R 
Mean 
SD 
CV 
Te
le
co
m
m
un
ica
tio
n
 
9574.28 
2200.92 
257.87 
6253.17 
10659.82 
8735.79 
442.4 
6280.30 
4218.33 
67.16 
To
ur
ism
 
4128.4 
204.12 
535.29 
584.65 
93.92 
7.92 
-41.44 
925.71 
1586.20 
171.65 
Ho
te
l a
nd
 
Re
st
au
ra
nt
s 
640.65 
7640.81 
833.39 
1346.33 
942.82 
1845.25 
226.17 
2208.208 
2695.78 
122.08 
Fi
na
nc
ia
l 
4622.72 
19818.65 
13131.44 
9935.14 
8160.05 
3330.93 
38.71 
9833.155J 
6046.91 
61.49 
No
n-
Fi
na
nc
ia
l 
Se
rv
ice
s 
5020.18 
1795.96 
504.11 
1788.37 
915.24 
1029.72 
16.45 
1842.263 
1637.95 
88.90 
Co
ns
tru
cti
on
 
5 
0 
442.75 
9.2 
1.1 
0 
-96.49 
76.34 
179.53 
235.17 
Ho
sp
ita
l 
805.55 
945.65 
63.22 
276.26 
4943.09 
314.68 
371.34 
1224.742 
1852.38 
151.24 
In
su
ra
nc
e 
-
-
-
3173.29 
1162.68 
402.72 
-64.3616 
1579.563 
1431.55 
90.62 
So
ftw
ar
e 
6432.73 
10969.67 
116208.6 
14546.37 
7006 
6120.69 
175.58 
26880.68 
43883.64 
163.25 
Source : Complied and Computed by the Research Scholar from 
www.dippnic.org,2004 
India is the leading country in receiving remittance. India's 
workers in the Eas t Asian Countries are mostly in the temporarily 
contractual arrangement . The skilled workers mainly in the areas 
of health and engineering go to developed countries like U.K., U.S., 
New Zealand and Australia. Table 6 .19 pertains to the remittances 
of India and other countries during the span of 1985 to 
2001.Through the table; it is observable tha t India has been 
leading country in most of the years. Mexico and France are the 
second and third countries in terms of fetching remittances. The 
reason for India being the flag bearer in terms of remittances is 
large pool of diasporas residing abroad. India's workers have made 
their presence felt in western hemisphere as well as in gulf, 
majority are mainly English speaking along with being highly 
skilled IT professionals. Through GATS, India h a s opportunity to 
leverage her position. 
Table 6.19 
Remittances of India and other Countries 
(1985-2001) 
(USSMillion.) 
Selected 
Countries 
India 
Mexico 
France 
Philippines 
Spain 
Belgium+rux 
United 
Kingdom 
Germany 
Portugal 
1985 
2,469 
1616 
1393 
806 
1,234 
817 
-
807 -
2164-
1990 
2,384 
3098 
4035 
1465 
2,186 
3583 
2099 
" 4876 
- 4479 
1995 
6,223 
4368 
4640 
5360 
3,235 
4937 
2469 
4523 
3953 
2 0 0 0 
9,160 
7596 
8606 
6212 
4,517 
4005 
3587 
3477 
3406 
2 0 0 1 
10,228 
9920 
9221 
6164 
4720 
3933 
3867 
3803 
3566 
Source: UNCTAD India (2O04)/Trade Liberalization and Poverty in India", p.58 
In the developed countries, particularly in America there is 
tendency to issue a limited number of visas for highly skilled 
outsiders. In America, H1B is the most coveted visa which is 
provided to outsiders. H1B visas are of limited number s and are 
limited to highly skilled workers of other countries. Table 6 .20 
gives an account of HIB beneficiaries in the Top 5 HIB receiving 
countries in the year 2002. During the year, India occupied a lion's 
share of 64980 visas, which is more than 3 t imes than the China, 
which occupies second rank. This information is self-axiomatic in 
revealing India's strength in movement of na tura l person. In the 
selected services, under the computer-related service, India has 
received 47477 visas, which is 8 times more than tha t of China, 
which with 5357 occupied second rank with 5357. Similarly, in 
services like managers and officials, miscellaneous, personal, 
technical and managers , administrative specialization, 
architecture, engineering and surveying India received the highest 
number of visa. The main ground of India's occupying computer-
related services is due its world-class insti tutions catering IT 
education at par with global level. It sanguinely expected that in 
coming years, with increase in HIB visas, India's share shall will 
increase. 
Table 6.20 
HIB Beneficiaries in the Top 5 HIB receiving countries, 2002 
Category 
Total 
Computer-related 
Managers and 
Officials 
Miscellaneous, 
Professional, 
technical and 
managerial 
Administrative 
Specialization 
Architecture, 
engineering and 
surveying 
Medical and Health 
India 
64980 
47,477 
1,212 
690 
2,689 
5,780 
2,530 
China 
18841 
5,357 
388 
349 
1,660 
2,633 
674 
Canada 
11760 
2,770 
1,204 
379 
1,342 
1,629 
949 
Philippines 
9295 
1,561 
315 
115 
2,186 
993 
5 
United Kingdom 
7171 
1,250 
908 
283 
795 
1,235 
31 
Source: Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B.Debroy and M.saquib(eds.),WTO at Ten,Konark Publisher Pvt.,Delhi.,p.33 
In the recent past , it is witnessed tha t Indian workers have 
been able to fetch the maximum number of HIB visa. Indian has 
been able to garner substantially on account of being highly 
educated, highly skilled and having ability to communicate in 
English. Table 6 .21 reveals that India has t remendous strength in 
getting H1B visa in Asia as well as in world. Table shows India's 
share in H1B visa relating to emerging and leading services in Asia 
and world during the period of 2000-2002.India's share in H1B visa 
issued for all services in Asia have been more than 50 per cent 
during the stipulated period of time. In respect to world, India's 
share in 2000 and 2001 was 44.42 per cent and 50.91 per cent but 
in 2002 the share decreased to 32.89 percent. Among the leading 
services, India h a s occupied substant ial share of H1B visa in 
computer related services, both in Asia and world. These statistics 
communicate the prowess of India's Mode 4. 
Table 6.21 
India's Share in HIB visas, Asia and World 
Category 
Computer 
related 
Fashion 
Models 
Managers and 
Officials 
Miscellaneous, 
professional, 
technical a n d 
managerial 
Administrative 
Specialization 
Architecture, 
engineering 
and surveying 
Medical and 
Health 
(2 
2 0 0 0 
India's 
Share 
in Asia 
79.62 
10.53 
32.45 
27.62 
23.69 
•39.47 
27.86 
India's 
% Share 
in 
World 
68.18 
0.33 
12.28 
11.49 
13.88 
26.01 
18.00 
D00-2002) 
2001 
India's 
Share in 
Asia 
81.53 
2.00 
37.16 
33.63 
28.98 
42.36 
31.86 
India's 
% Share 
in 
World 
71.39 
0.11 
13.92 
15.98 
17.14 
27.87 
20.34 
2 0 0 2 
India's 
Share 
in Asia 
76.43 
11.63 
31.79 
30.82 
22.26 
38.10 
30.50 
India's % 
Share in 
World 
3.21 
0.67 
11.42 
13.97 
12.74 
22.94 
19.58 
Source: Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B.Debroy and M.saquib(eds.),WTO at Ten,Konark Publisher Pvt.,Delhi.,p.35 
Table 6 .27 provides statistics on GDP in service during the 
period from 1995 to 2003. The important services included under 
study are construction, trade, hotels and res tauran t s transport, 
storage and communications, financing, insurance real estate and 
business services, community, social and personal services. Among 
the services included, transport , storage and communicat ions grew 
at the fastest rate with AAGR of 10.82 per cent during the period 
from 1995 to 2003 . The mean and C.V. of t ransport , storage and 
communications is Rs. 93033.11 crores with C.V. of 28.40 per cent, 
The C.V. reveals a high degree of instability. Community services 
and financing including business services with AAGR of 7.57 per 
cent and 7.55 per cent were second and third in respect of the 
fastest growing services. The main cause for the rise in transport, 
storage and communicat ions was the embedment with Information 
and technology, which escalated the growth of these services. 
Table 6.27 
Gross Domestic Product in Service Activity 
(1995-96 to 2003-04) 
(Rs. Crore) 
Year 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
Construction 
45496 
46452 
51208 
54389 " 
58740 
62651 
65161 
Trade, 
Hotels and 
restaurants 
125850 
135495 
145842 
156874 
168199 
174927 
190436 
Transport, 
storage and 
communication 
62317 
67440 
72960 
78883 
87606 
98329 
107395 
Financing, 
Insurance, 
Real Estate 
and 
Business 
services 
102847 
109995 
122784 
131892 
145863 
150907 
157746 
Community, 
Social and 
Personal Services 
104298 
110843 
123817 
136658 
153375 
161372 
169537 
* « - * * 
2002-03 
2003-04 
A.A.G.R. 
Mean 
S.D. 
CV 
69911 
74819 
6 .44 
58758.56 
10258.58 
17.45 
206040 
224113 
7 .48 
169752.89 
32725.02 
19.27 
120922 
141446 
10 .82 
93033.11 
26426.8 
28.40 
171463 
183718 
7 . 5 5 
141912.78 
27338.82 
19.26 
176141 
186419 
7 .57 
146940 
29439.2 
20.03 
Source: Compiled and Computed by the Research Scholar from data available on 
cso.org, (2004). 
per cent reveals a degree of stability in comparison to other services. The 
reason accorded for substantial figure for mean in community service is 
the education and health, which grew at an average rate of 8 percent in 
1990s. 
b. Growth Rates of Service Sector 
The rapid pace of services has fortified the growth of Indian 
economy. The escalation of growth in services have been on 
account of more application of usage of services, by other 
ingredients, increased elasticity of demand, in tandem with the 
adoption of liberalization process. The rise of services has 
strengthened to the growth of Indian economy. Table 6.30 
describes the sectoral growth rate of various sectors during the 
period 1950- 2004. From the table, it is revealed that services have 
registered a uniform increased growth rate. Services grew from 4.5 
per cent during 1951-80 to 8.5 per cent in 2003-04, whereas 
agriculture and industry recorded wavering growth rate. The 
growth of services have been on account of huge income elasticity 
of demand for services, increasing input usage of services, by other 
inputs and rising exports well supported by economic reform and 
technological advancement. 
Table 6.30 
Sectoral Growth Rates (In per cent per annum) 
Year 
1951-1980 
1981-1990 
1991-2000 
2000-01 
2001-2002 
2002-03QE 
2003-04RE 
Agriculture 
2.1 
4.4 
3.1 
-0.1 
6.5 
-5.2 
9.1 
(1951-2004 
Industry 
5.3 
6.8 
5.8 
6.5 
3.5 
6.2 
6.8 
^ 
Services 
4.5 
6.6 
7.5 
5.6 
6.4 
7.2 
8.5 
GDP 
3.5 
5.8 
5.8 
4.4 
5.8 
4.0 
8.2 
Source: Gordon, J and Gupta, p.(2004), "Understanding India's Services Revolution", 
IMF Working paper/ 04/171 p.29 and Report on currency and Finance ,RBI,(2004),f.4 
The Indian government kicked off the process off liberalization 
in quest to make its economy robust . In the post liberalization era, 
India opened of number of sectors including service sector. 
Liberalization h a s made positive influence on India's service sector. 
It is revealed those services which were substantially opened 
witnessed more growth. The onset of liberalization has led to 
opening of services. Liberalization seems to have made its impact 
on the growth of India' service sector. The table 6 .31 report on the 
impact of liberalization on India's services during the 1990s.The 
statistics reveal a positive association between liberalization and 
growth ra tes of Indian services. It is evident tha t for table those 
services, which have imbibed the prescription of liberalization along 
with domestic reforms, have witnessed higher growth rate. 
Business services mainly information technology and 
communication grew at the rate of 21 per cent and 15.1 per cent 
respectively. 
Table 6 .31 
Growth Rate of Selected Service Sectors during 1990s 
Service Sector 
Business Services (IT) 
Communication 
Banking 
Life Insurance 
Hotels 8s r e s t au ran t s 
Education 
Medical & Health 
Distribution 
Road Transport 
Air Transport 
Legal Services 
Construction 
Real estate 
Water t ransport 
Growth Rate 
2 1 % 
15.10% 
11.80% 
11.00% 
10.10% 
9.90% 
9.00% 
8.10% 
7.70% 
6.10% 
5.80% 
5.20% 
4.90% 
4.40% 
Dwellings 
Entertainment services 
Railways 
Postal 
Storage 
4.10% 
3.40% 
3.20% 
1.80% 
1.70% 
Source: World Bank, (2004), Sustaining India's Services Revolution, p. 15 
In terms of moderately liberalized sector, it is deduced that 
banking and life insurance witnessed growth rate of 11.8 per cent 
and 11 per cent which were way ahead than those services where 
the winds of liberalization were not ushered. Distribution and legal 
services are the principal non liberalized services, which grew at 
the rate of 8.1 per cent and 5.8 per cent respectively. The more 
pathetical condition was at railway, postal and storage whose 
growth rate hovered between 1.7 per cent to 3 per cent. Thus, it 
can be inferred tha t liberalization has substantially spurred the 
pace of growth in those services where reforms were embraced. 
While gauging the average growth across the various service 
sector during the pre and post liberalization regime, it is revealed 
that growth have been more in liberalization period the 
liberalization in services h a s enhance the growth rate on account of 
being more efficient. Table 6 .33 i l lustrates the average growth for 
various services sector during the 1980s and the 1990s. It is 
discernible tha t the communication h a s been the fastest growing 
service during the 1990s. Those service sectors, which have 
registered higher growth after the liberalization compared to the 
1980s, are construction, trade, hotels and res tauran ts and 
transport other t han railway. On the other hand , there was a 
decline in the growth of public sector dominated services like 
railways and banking and insurance. ' In spite of the fact, tha t there 
* V ^ 
was decline in public service, the banking and insurance sector 
witnessed the second highest growth owing to liberalization that 
have opened entry of private players in the financial markets . 
Table 6.33 
Average Growth Rate in Various Service Sectors 
(1980- 1990s) 
Services 
Construction 
Trade 
Hotels and Restaurants 
Railways 
Transport by other means 
Storage 
Communication 
Banking and Insurance 
Real Estate 
Public Administration and 
Defence 
Other services 
1980s 
4 
6 
6 
3 
6 
3 
6 
12 
9 
6 
6 
1990s 
5 
7 
9 
5 
7 
2 
14 
9 
6 
6 
7 
Source: India Development Report 2004,IGIDS,p.26 
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Performance of India's Services Under WTO Regime 
1. Introduction 
The previous chapter made a detailed study into 
performance of India's services in global perspective. The chapter 
covered the multifarious facets pertaining to India's services. The 
present chapter is divided into two parts. The first part of the 
chapter makes an endeavor to study the performance of India's 
services under WTO regime. The second part of the chapter 
gauges the performance of India's committed service sectors 
through a kit of selected statistical tools. Since the early decade 
of 80s, a considerable number of developing countries kicked off 
upon liberalization of their international transactions in services 
in their drive for enhancing the efficiency of service sectors. 
Several countries had commenced unilateral efforts to knocked 
down their barrier relating to international trade in services. 
India in her drive to tap new market for services refashioned her 
economic policies in consonance with that of GATS constitution. 
Since the inception of GATS, India has made initial 
commitments, binding it not to introduce restrictions that could 
adversely impact international trade in services. Under the 
GATS, India has committed to liberalize services through the 
modes of delivery of services, namely, cross-border trade, 
consumption aboard, commercial presence and primarily in 
movement of natural persons. 
The multilateral architecture of WTO is expected to provide 
a proper economic ambience sans discrimination for India in her 
quest for increasing the pace of service exports. The tenets of 
GATS are supposed to strengthen and facilitate market access 
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for India's service exports. GATS facilitates legal binding, 
concepts, principle and rules for multilateral trading in services, 
propelling progressive liberalization of trade and investment in 
services. GATS is expected to enhance the economic efficiency of 
India's service sectors. GATS commitments promise to assist 
India's services through inflow of technology, skills and 
expertise. This shall in turn intensify India's service exports, and 
further open gates in foreign land to skilled and semi-skilled 
labor and knowledge worker. India shall gain both in term of 
export of labor, capital and technology along with import of 
capital, technology- Through WTO, India shall have easy access 
to foreign market and thereby increases her service exports. 
India has opportunity to access to dispute settlement machinery 
of WTO for setting disputes, through which the country shall be 
able to reduce hitherto unreasonable discrimination at foreign 
sphere. GATS negotiations shall provide tremendous opportunity 
for member countries to commit to further the pace of 
liberalization, which shall in turn, spawn opportunities for both 
produces and consumer. Along with this, through GATS 
commitments, various issues relating to privatization get 
elucidated. GATS permits member to take prudential measure to 
protect investors and to ensure the integrity and stability of the 
financial system- The tenets of GATS allow the use of temporary 
non-discriminatory restrictions on payments and transfers in the 
event of serious balance-of payments and external financial 
difficulties. Thus the benefits from participating in the 
multilateral negotiating process through market access and 
national treatment commitments can arrive to countries without 
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in any way undermining the countries ability to pursue sound 
macro economic and regulatory policies. 
The principal advantage to India from negotiating at GATS 
is tha t the levels of the system rest on the principle of non-
discrimination. MFN principle shall provide India a predictable 
and transparent condition for international trade. Article XIX 
provide India flexibility to open fewer sectors, liberalize fewer 
types of transactions with the level of her economic development. 
Among all advantages, India has four major gains through the 
GATS commitments. Through commitments at multilateral 
trading, national policies of those countries in which India is 
interested in having trade links gets more predictable and 
provides additional security to the investment made by Indian 
investors abroad. India has made sectoral commitment in Mode 
3(commercial presence), where the country has permitted 51 per 
cent of FDI in six selected service sector. The following 
paragraphs peeps into the performance of India's services under 
the WTO regime. 
2. Performance of India's Service Export under GATS 
An endeavor to gauge the revealed comparative advantage 
(RCA) of export of commercial services in total export of major 
regions/economies of world is made. Revealed Comparative 
Advantage (RCA) of nation in export of commercial services 
manifests her comparative edge in services. A value of more than 
one reveals the country's competitiveness in services, whereas 
less than one shows lack of comparative advantage .The value of 
unity shows neutrality to the existence of comparative 
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advantage. RCA of exports of commercial services for a country 
is the ratio of two different ratios. The numerator is the ratio of 
export of commercial services of the country to its total exports. 
The denominator remains same for each country and is the ratio 
of world exports of commercial services to total world exports. 
Thus though, the numerator goes on changing depending on the 
country under consideration; the denominator remains constant 
in calculating RCA for different countries. The formula of 
Revealed Comparative Advantage (RCA) is as follow. 
XRCAS 
Xk'/X^' 
x!f/x, 
W W 
Where X^' = Exports by country i of Commercial Service k 
vk' = World Exports of Commercial Service k 
w 
X,' = Total Exports of Country i 
Xw- = Total World Exports of Commercial Services. 
Table 7.1 encapsulates the RCA of Commercial Service in 
major region/economies of world during the period 1998-2002. It 
is unbelievable to note that in 1998, with a figure of 1.3, the RCA 
of India's commercial service was highest in world, South Asia 
with 1.1 and Europe and Central Asia with 1.2 were the second 
and third in line. In the subsequent years too, it is revealed that 
India continues to enjoy highest RCA of commercial service in 
247 
Performance of India's Services Under WTO Regime 
the world. In 2002, again India with RCA of 1.8 in commercial 
services witnessed the highest RCA in world. South Asia's RCA 
in commercial services was 1.5 per cent and was second in line. 
Whereas other major regions of world witnessed a decline in RCA 
of commercial service during the referred period. The take off in 
India's services has been in software and Information Technology (IT)-
enabled services (including call centers, software design, and business 
process outsourcing). Liberalization has also provided a boost to 
services. Important policy reforms made in the 1990s were conducive to 
the growth of services sector. The regulation, privatization and opening 
up to foreign direct investment in India's economic arena also provided 
the momentum to the enhancement of services sector. 
Table-7.1 
RCA of Commercial Services in Major Regions/Economics of 
World (1998-2003) 
Region/Economy 
Low and middle 
Income countries 
High Income countries 
East Asia and Pacific 
Europe and Central Asia 
Latin America 
and Caribbean 
Middle East 
and North Africa 
Sub-Saharan Africa 
South Asia 
Bangladesh 
India 
Pakistan 
Srilanka 
1998 
0.9 
1.0 
0.7 
1.2 
0.7 
0.9 
0.7 
1.1 
0.2 
1.3 
0.8 
0.8 
1999 
0.8 
1.1 
0.7 
1.1 
0.6 
0.8 
0.6 
1.1 
0.3 
1.5 
0.9 
0.9 
2000 
0.7 
1.1 
0.6 
1.0 
0.7 
0.5 
0.5 
1.3 
0.2 
1.6 
0.8 
0.8 
2001 
0.7 
1.1 
0.7 
0.9 
0.6 
0.6 
0.6 
1.4 
0.2 
1.7 
0.6 
1.1 
2002 
0.7 
1.1 
0.6 
0.9 
0.6 
0.6 
0.6 
1.5 
0.3 
1.8 
0.7 
1.1 
Source: Compiled and Compute by the Research Scholar from World Development 
Indicators, (Various Issues), World Bank. 
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Under the WTO regime, it is revealed that India's services have 
made impressive success in terms of favorable trade balance in exports. 
Table 7.2 furnishes statistics on current account of balance of 
developing countries. The data include trade balance and service 
balance of India, developing Asia and Western Hemisphere during the 
period from 1996 to 2003. It is discernible that under the trade balance, 
India has witnessed deficit in trade balance during all the years. 
Developing Asia had witnessed trade balance deficit only in 1996. From 
2000 onward, Developing Asia were experiencing considerable trade 
balance surplus. As far as Western Hemisphere is concerned, it is 
revealed that in the years 1996, 2000 and 2001 it suffered trade balance 
deficit. But from 2002 onward, it has registered considerable trade 
balance surplus. From the service balance perspective, India has 
documented favorable service balance during the period 1996-2003 with 
service balance of US $10.7 billion in 2003. India has out performed 
developing Asia and Western Hemisphere. Whereas developing Asia 
and Western Hemisphere witnessed unfavorable service balance during 
the same period of time. It is deduced from the table 7.2 that in trade 
balance, developing Asia has recorded substantial favorable trade 
balance and has surpassed both India and Western hemispheres. The 
central reasons attributed for India's favorable service balance is on 
account of her becoming a hub for services outsourcing, new growth 
impulses, enabled productivity and cost efficiency to set a cutting edge 
to international competitiveness and the information technology 
revolution 
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Table 7.2 
Current Account Balances of Developing Countries (US$ billion) 
(1996-2003) 
Year 
1 
1996 
2000 
2001 
2002 
2003 
India* 
Trade 
Balance 
2 
-14.8 
-14.4 
-12.7 
-129 
-16.7 
Services 
Balance 
3 
0.7 
2.5 
4.6 
6.8 
10.7 
Developing Asia 
Trade 
Balance 
4 
-29.4 
62.6 
56.1 
67,3 
59.3 
Services 
Balance 
5 
-6.8 
-10.2 
-10.2 
-5,1 
-12.3 
Western 
Hemisphere 
Trade 
Balance 
6 
-1.3 
-4.4 
-12.0 
16,3 
34.3 
Services 
Balance 
7 
-11.7 
-11.8 
-13.5 
-8.6 
-7.2 
*:Data for India pertain to financial year (April-March) 
Note :(-) Indicates deficit. 
Source: Report on Currency & Finance, 2003-04 
India's exports under th$ WTO regime have revealed a positive 
growth rate. Table 7.3 shows the comparison of world's service export 
vis-a-vis India's exports during the period 1995-2002. The growth rate 
of world exports remained between 0.9 per cent to 7.6 per cent during 
the period under reference. Whereas India's services exports were in 
two digits during the period except in 1996 and 2002. In terms of share 
in world service exports too, India has excelled under the WTO regime. 
The rise of India's services is mainly on account of growth in 
telecommunication as well as in software services. The WTO ambience 
seems to provide perception that the increase in the export in India 
services has been due to the GATS, but nevertheless that needs to be 
testified through the statistical tools. 
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Table 7.3 
World Services Exports and India's Share 
(1995-2002) 
Year 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
Total 
World 
Services 
1192.99 
1250 
1313.43 
1321.43 
1333.33 
1435 
1460 
1540 
Growth 
(%) 
13.3 
4.78 
5.07 
0.61 
0.9 
7.63 
1.74 
5.48 
India's 
Service 
Export in 
$ billion 
6.8 
7 
8.8 
11.11 
13.2 
17.6 
20.4 
20.7 
Growth 
(%) 
13 
2.9 
26 
26
 A 
19 
33 
16 
1.5 
India's 
store 
In world 
Services 
exports 
0.57 
0.56 
0.67 
0.84 
0.99 
1.2 
1.4 
1.3 
Growth 
(%) 
0 
-1.8 
19.6 
25.4 
17.9 
21.2 
16.7 
-7.1 
Source: Computed and complied from the Web portal of WTO.org, 2004 
Table 7.4 speaks about the share of external trade in GDP 
(percent) during the period 1995-2004. External trade is 
bifurcated between merchandise exports and service exports. It 
is discernible from the table, that the share of merchandise 
exports supersedes that of service exports. But in terms of 
growth rate, it is observed that growth of service exports is more 
than that of merchandise export in most of the year during the 
period under reference. The growth of service export got 
intensified on account of income elasticity of demand for services 
being greater than one, technical and structural changes in an 
economy along with splintering of industrial activities. Keeping 
into the mind, that India's services have jus t got acknowledged, 
it is expected that there is considerable room for increase in 
service export. 
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Table-7.4 
Year 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
Share of External Trade in GDP (%) 
(1995-2004) 
Merchandise Exports 
9.1 
8.9 
8.7 
8.3 
8.4 
9.8 
9.3 
10.6 
10.8 
% 
9.64 
-2.2 
-2.2 
-4.6 
1.2 
16.7 
-5.1 
14 
1.89 
Services Exports 
2.1 
1.9 
2.3 
3.2 
3.5 
4.1 
3.6 
4.1 
4.1 
% 
11 
-9.5 
21 
39 
9.4 
17 
-12 
14 
0 
Source: Compiled and Computed from web portal of FICCI.ORG,2004 
Under the GATS ambit, India has made commitments in 
six out of the twelve service sectors, namely sectors 1,2,3,7,8 
and 9.These include i) business services (sector 1); ii) 
communication services (sector 2); iii) construction and related 
engineering services (sector 3); iv) financial services (sector 7); v) 
health and related social services (sector 8); and vi) tourism and 
travel related services (sector 9) 
3. India's Services Committed under GATS 
a. Business Services (Sector 1) 
Under the Business sector, India has made commitments 
under Mode 3, with Mode 1 and Mode 2 being unbound. Mode 4 
is subject to horizontal commitments. India has put forward 
liberal commitment under Mode 3 (commercial presence) in such 
as (1A): Professional services (e.g. engineering service); (1:B): 
computer and related services a. consultancy services related to 
installation of computer hardware; b. software implementation 
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services; c. data processing services, d. data base services; and 
e. maintenance and repair services of office machinery and 
equipment including computers; (1C): Research and 
Development service (a. R 8s D services on natural science; (I.F): 
Other business service (e. technical listing and Analysis 
services). All the above-cited business-service categories have 
allowed market access on commercial presence only through 
incorporated with a foreign equity ceiling of 51 per cent. In term 
of national treatment, there are no restrictions (none). There are 
no other commitments on other sub-sector of Business services, 
namely real estate and rental/leasing services. Business services 
include professional services, computer software and related 
services, research and development services, real estate services 
and "other business services". Computer and related services is 
one of the most liberalized sub-sectors of business services in 
India. 
Under the business services, one of the services is software 
services where India has made commitment under Mode 3 to 
permit FDI of 51 per cent. During the period spanning from 1998 
to 2003, it is discernible that the FDI inflows have been 
considerable in nature, though the one witnessing a wavering 
trend. It is discernible through table 7.5 that, the employment as 
well as the exports have increased sizably due to inflow of FDI in 
the sector. But this rosy picture is subjected to statistical testing 
that has been done in the subsequent part of the chapter. 
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Table 7.5 
Business Services 
(1998-2003) 
Employment 
(Person in Million) 
Exports 
(INR in Million) 
Imports 
(INR in Million) 
FDI Inflow 
(INR in Million) 
1998 
0.22 
110640 
14610 
6432.73 
1999 
0.28 
174120 
16000 
10969.67 
2000 
0.43 
290130 
27050 
116208.9 
2001 
0.52 
350380 
32020 
14546.37 
2002 
0.66 
464240 
35650 
7006 
2003 
0.81 
559860 
20740 
6120.69 
Source: Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commerce and Industry, Government of India, New Delhi. 
b. Communication Services (Sector 2) 
India has made commitments on two out of five sub-
sectors of communication services: telecommunication services 
(2.C) and audio-visual services (2.D). The commitments made by 
India are, as follows. 2C) telecommunication service (a. voice 
telephony service; c. circuit-switched data transmission services; 
f. facsimile services; g. private leased circuit services, h. 
electronic mail; i. Voice mail; j . on-line information and data 
base revival; 1. enhanced/value-added facsimile services; m. on-
line information and for data processing; and o. other service; 
cellular mobile telephone). 
India's telecommunication sector got stimulated 
development with the liberalized policy and growth of 
telenetwork. National Telecom Policy (NTP) 1994 was the first 
effort from India government to have a world-class 
telecommunication infrastructure. In quest to achieving the 
objective of NTP 94, led to the institution of new regulating 
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service agency. Failing to accomplish the targets set up by 
National Telecom Policy 1994 paved way to National 
Telecommunication Policy 1999. NTP 99 fostered a greater 
competitive ambience and level playing field. As per new policy, 
number of players in each circle for basic services and their 
made of selection were to be decided on basis of permission from 
TRAI. NTP 1999 stipulated that fresh licenses should be issued 
on the basis of one line entry fee and a percentage of revenue 
shares that is linked to the operation area. This paved way for 
competition in telecommunication sector, which led to 
unprecedented growth of telecom service. 
Under the GATS ambit, India had committed under Mode 3 
(commercial presence) except for voice and electronic mail where 
Mode 1 is fully opened. Under Mode 4, India has made 
horizontal commitments which are limited to the entry of and 
temporary stay of business visitors, intra-corporate transferee 
like managers, executives and professional. India has committed 
to a foreign equity participation of 25 per cent in the joint 
venture. 
The following table 7.6 provides a description on inflow of 
telecommunication in India and its impact on employment and 
export during the period 1998-2003. Data are not available 
under the audio visual services. Under the head 
telecommunication, it is further sub divided into 
telecommunication, IB, Cellular Mobile, other telecommunication 
and radio paging. It is noticeable from the table, that no sub 
segment of telecommunication has shown steadiness in terms of 
receiving FDI telecommunication. The inflow of FDI in 
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Telecommunication has been unable to foster the employment 
during the period whereas the export has been promoted to an 
extent. 
Table 7.6 
Communication Services 
(1998-2003) 
Employment 
(Person in Million) 
Exports 
(INR in Million) 
Imports 
(INR in Million) 
FDI Inflow 
(INR in Million (Total) 
Telecommunications 
IB 
Cellular Mobile 
Other telecommunication 
Radio Paging 
1998 
3 14 
25520 
4350 
21950 9 
9574 28 
(43 62) 
8410 93 
(38 32) 
3255 
(14 83) 
65 69 
(0 3) 
645 
(2 94) 
1999 
315 
46010 
8260 
39017 75 
2200 92 
(5 64) 
863 69 
(2 21) 
35518 64 
(91 03) 
434 5 
(0 11) 
0 
(00) 
2000 
3 14 
52620 
5830 
92418 74 
257 87 
(0 28) 
69489 06 
(75 19) 
22671 81 
(24 53) 
0 
(0 
0 
(00) 
2001 
3 09 
45850 
17670 
92654 49 
62533 17 
(67 49) 
23110 3 
(24 94) 
6756 02 
(7 29) 
75 
(0 08) 
180 
(0 19) 
2002 
3 08 
39310 
47040 
154782 1 
10659 82 
(6 89) 
71497 34 
(46 19) 
71946 81 
(46 48) 
678 12 
(0 44) 
0 
(00) 
2003 
3 01 
48010 
26640 
9750 33 
8735 79 
(89 59) 
517 03 
(5 3) 
324 65 
(3 33) 
172 86 
(177) 
0 
(00) 
Souice Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commeice and Industiy, Government of India, New Delhi 
In the Uruguay Round, India's commitment in audio-visual 
services only included motion picture service or video tape 
distribution services and excluded all other sub-categories. India 
has scheduled partial commitments in commercial presence and 
left Mode 1, 2 and 3 unbound. India has imposed both 
quantitative and qualitative restrictions on film imports. The 
imports of foreign films were restricted to 100 titles per year. The 
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national treatment limitation stipulates that foreign films should 
be certified before display in Indian theatres. 
The Audiovisual service is one of India's vital sectors from 
the economic point of view. India is the largest film producing 
country in the world with an average 800 feature films and 90 
short films in different local languages and dialects. The multi-
facets arena of the Indian audio-visual and entertainment 
industry are All India Radio, Doordarshan satellite channel, 
software and cable television, films and music. India's audio-
visual services have made home in America, UK, Middle East, 
Malaysia, African Countries. 
c. Construction and Related Engineering Services (Sector 
3) 
Under the GATS commitment, India has scheduled sectoral 
commitment in mode 3. Under this sub-sector, India has 
included construction of roads, bridges, railways, runways, 
waterways, subways, dooms, pipelines, power line etc. in her 
commitments. India has imposed some restrictions on commercial 
presence, mainly, foreign equity holding limited to 51 per cent. India 
has left Modes 1,2 and 4 
The following table 7.7 describes the inflow of FDI in 
construction and related engineering services during the period 
of 1998 to 2003. The FDI inflow during the said reference period 
has witnessed tremendous amount of fluctuation. The FDI have 
unable to promote the growth of employment during the period. 
The export has witnessed a growth during the period but that to 
witnessed has unsteadiness in growth. 
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Table 7.7 
Construction Services 
Employment (Person in Million) 
Exports (INR in Million) 
Imports (INR in Million) 
FDI Inflow INR in (Million) 
1998 
1998 
1.18 
6340 
4140 
5 
-2003) 
1999 
1.17 
16910 
2200 
0 
2000 
1.14 
24300 
7570 
442.75 
2001 
1.13 
6960 
24460 
9.2 
2002 
1.08 
8630 
63910 
1.1 
2003 
0.99 
21290 
29960 
0 
Source: Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commerce and Industry, Government of India, New Delhi. 
d. Financial Services (Sector 7) 
India's financial services comprise mainly banking, 
insurance, securities assets management services, financial 
advice and information services. India's financial services 
witnessed a sea change in her regulatory and institutional 
changes in the past decade. India's financial service has 
witnessed a sea change in regulatory and institutional changes 
in the past decade. Indian banks have been gradually expanding 
their presence overseas in recent years. The Indian banks 
abroad involve activities like acceptance of deposit lending, 
financial leasing payment and money transmission services. 
Under the Uruguay Round, India made significant 
improvements in financial services over 1995 commitments 
during the last round of negotiations that were held in December 
1997. These improvements consisted of the following: 
(a) Deletion of the MFN exemption based on reciprocity in 
insurance, banking and other financial services. 
(b) Increase in the limit on the number of bank licenses 
granted per year from eight to twelve and licenses issued 
for ATMs installed by foreign banks would not be 
included within this ceiling of 12 licenses. However, the 
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cap on market share of foreign banks in the banking 
system's assets was retained at 15 percent. 
(c) More flexibility in overseas reinsurance, by allowing 
foreign reinsurance to take reinsurance to the extent of 
the residual uncovered risk, after obligatory or statutory 
placements domestically with Indian insurance 
companies. The earlier commitment had allowed 
reinsurance abroad after meeting statutory or obligatory 
domestic retention requirements and additionally put a 
restriction of 10 per cent of the market to overseas 
reinsures. 
India scheduled unbound entries for the Mode 1 and 2 
across the entire arenas in which commitments were made. 
Partial commitment in Mode 3 for all segments were made. In 
terms of sub sector, India permitted only a branch presence with 
a maximum of five licenses per year. India permitted foreign 
banks to have assets of 15 per cent of the total assets of the 
banking system. In the sub-sector of non-banking financial 
services (i.e., merchant banking, factoring, financial leasing, 
venture capital and financial consultancy) India permitted local 
entity with a maximum equity of 51 per cent of foreign Service 
suppliers including banks. 
Under the Insurance service, India made commitment for 
the insurance of freight, whereby goods in transit to and from 
India were not required to be insured with India insurance 
companies only. But, other areas of non -life insurance were not 
committed and hence, government monopoly was retained. Along 
with it only upto 10 per cent of the premium of the overall 
market could be reinsured abroad. The opening up of the 
insurance sector has brought in greater competition and 
increased private sector participation. 
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The following table 7.8 provides description of financial 
services under the WTO regime during the period 1998 to 2003. 
Though the commitments on financial services were made by India 
in 1995 but owing to non uniformity in data the study has made 
analysis from 1998. The inflow of FDI under financial services has 
made impact on the export and employment. In terms of FDI itself, 
it is seen that that the financial sector was able to fetch maximum 
share out of total financial services which ranged between 45.54 
per cent to all time high of 96.3 per cent in 2000, to 63.73 per cent 
in 2000 whereas in other sub sector of financial services in non 
financial services it is observed that the share was unsteady in 
nature. In comparison to banking services the financial services 
was able to get more FDI. Through the WTO commitment, India has 
been able to get more FDI in her financial services, which has 
increased the FDI as well as employment of the said sector. It is 
expected that with proliferation of services in the form of factoring, 
financial leasing, stock broking and venture capital India shall able 
to get more FDI, thereby creating more employment and export. 
Table 7.8 
Financial Services (1998-2003) 
Employment 
(Person in Million) 
Exports (INR in Million) 
Imports (INR in Million) 
FDI lnflow(INR in Million) (Total) 
Financial Services 
Non Financial 
Banking 
Insurance 
1998 
1 62 
11900 
28850 
21722 15 
4622 72 
(45 54) 
5020 18 
(49 45) 
508 53 
(5 01) 
-
1999 
1 65 
15690 
57850 
13636 19 
19818 65 
(91 24) 
1795 96 
(8 27) 
107 54 
(0 50) 
-
2000 
1 65 
15770 
89910 
15166 28 
13131 44 
(96 30) 
504 11 
(3 70) 
0 64 
(01) 
2001 
1 65 
13870 
60460 
1121751 
9935 14 
(65 5) 
1788 37 
(11 79) 
269 48 
(178) 
3173 29 
(20 92) 
2002 
1 62 
32760 
67650 
5226 88 
8160 05 
(72 74) 
915 24 
(8 16) 
979 54 
(8 73) 
1162 68 
(10 36) 
2003 
1 8 
14470 
22950 
9750 33 
3330 93 
(63 73) 
1029 72 
(19 70) 
463 51 
(8 87) 
402 72 
(7 70) 
Source Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commerce and Industry, Government of India, New Delhi 
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e. Health Related and Social Services (Sector 8) 
Under the Health Related and Social Services (sector 8), 
India has made some commitments to one sub sector (hospital 
services). The market access to the hospital services is allowed 
only under mode 3 through incorporation with a foreign equity 
ceiling of 51 per cent. There are no limitations to national 
treatment (none) under mode 3. It is noticeable that the FDI 
inflow has been not uniform in nature as the sector received all 
time low of 63.22 million in 2001 to all time high of Rs. 4943.09 
million in 2002 which shows a tremendous amount fluctuation 
inflow of FDI. It is seen that the inflow of FDI has not been able 
to make any impressive impact on employment during the period 
under reference. 
Table 7.9 
Health Related and Social Services 
(1998-2003) 
Employment (Person in Million) 
FDI Inflow (INR in Million) 
1998 
11.41 
805.55 
1999 
11.49 
945.65 
2000 
11.49 
63.22 
2001 
11.56 
276.26 
2002 
11.47 
4943.09 
2003 
11.36 
314.68 
Source: Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commerce and Industry, Government of India, New Delhi. 
f. Tourism and Travel Related Services (Sector 9) 
Under the tourism and travel related services (sector 
9).India has opened two sub-sectors 
(i) 6. A. Hotels and other lodging services; and 
(ii) 6. B. Travel Agency and services. Tour operator 
These sectors have been opened up for market access 
under mode 3 through incorporation with a foreign equity ceiling 
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of 51 per cent. There are no restrictions (none) on national 
treatment. 
Tourism plays a paramount significance in fostering 
economic development. In a drive to increase the pace of 
tourism; the government instituted India Tourism Development 
Corporation Limited (ITDC) in 1966 as on autonomous public 
sector corporation. ITDC is the main mover of India's tourism 
promotion. 
India's tourism sector is divided into hotel and restaurants, 
tourism and others. As India has made commitment in hotel and 
restaurants under mode 3 where 51 per cent of FDI is permitted, 
it is seen from table 7.10 that the share of hotel and restaurants 
in term of FDI has been miles ahead than the sub sector like 
tourism and others owing to the commitment made under the 
multilateral regime. Commitment made under hotels and 
restaurants show have substantiated the employment in country 
as the employment on a whole in tourism have increased from 
0.48 million in 1998 to 0.54 million in 2003. ' 
Table?. 10 
Tourism services 
Employment (Person in Million) 
FDI Inflow (INR in million) 
Hotels and Restaurants 
Tourism 
Others 
1998 
0.48 
4769.05 
640.65 
(13.43) 
4128.4 
J86J>71_ 
0 
1999 
0.48 
7844.93 
7640.81 
(97.40) 
204.12 
l i Z 6 0 } _ 
0 
2000 
0.49 
3749.86 
832.39 
22.20) 
535.29 
(14.27) 
2382.18 
(63.65) 
2001 
0.50 
1932.48 
1346.33 
69.67) 
584.65 
(30.25) 
1.5 
(0.8) 
2002 
0.49 
1270.07 
942.84 
(74.20) 
93.92 
LiLM_ 
233.91 
(18.49) 
2003 
0.54 
1957.74J 
1845.24 
(4.25) 
7.92 
(0.4) 
104.58 
(5.34) 
Source: Compiled and Computed by the Research Scholar from various issues of SIA 
Newsletter, (FDI Data Cell) Department of Industrial Policy and Promotion, Ministry of 
Commerce and Industry, Government of India, New Delhi. 
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4. Tes t ing of Hypotheses-Analys is and Interpretat ion 
The ensuing paragraphs pertain to the statistical analysis 
and interpretation of the performance of employment and the 
exports of those services in which India has permitted the inflow 
of FDI through the multilateral path way of GATS. The handicap 
of this study is that there no explicit data on exports of those 
services where India has made commitment, for the period 
before 1998.Thus the study takes into account data since 1998 
in respect to employments, exports and FDI of committed 
services in order to bring symmetry in the analysis and 
description of the study. Another lacuna is that the Data on 
employment are in the form of cluster, like data on 
communication are not providing explicitly but are merger in 
transport, storage and communication. Thus the employment 
data of the services that are discussed in the succeeding 
paragraphs are not absolute figure but contains a number of 
similar services too. 
Standard kit of statistical tools has been made good use of 
in testing the hypotheses. The statistical tools that have been 
used for analysis and interpretation of the data are Average 
Annual Growth Rate (AAGR), Mean, Standard Deviation, Co-
efficient of variance and Regression Analysis. The testing of 
hypotheses are done by the means of F-ratio of the regression 
equation focusing on the form of empirical regression. The role of 
independent variable is tested by the t-test at 5 percent level of 
significance. The coefficients of the determination also provide an 
idea of the nature of the hypothesized relation. 
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a. Hypotheses of the Study 
The study seeks to test the following hypotheses. 
Hoi - The study assume that the employment and export in 
business services have not increased on account of FDI inflows 
in India's software services (business services) in the post WTO 
regime. On the other hand, the alternative hypothesis suggests 
that the employment and exports in software services (business 
services) have enhanced due to the FDI inflows in software 
(business services) 
H02 - The study assumes that the employment and 
exports in communication services have not increased on 
account of FDI inflows in India's communication services in the 
post WTO regime. Whereas, the alternative hypothesis suggests 
that the employment and exports in communication services 
have enhanced due to the FDI inflows in communication 
services. 
H03 - The study assumes that the employment and 
exports in construction and related engineering services have not 
increased on account of FDI inflows in India's construction and 
related engineering services in the post WTO regime. However 
the alternative hypothesis suggests that the employment and 
export in construction and related engineering services have 
enhanced due to the FDI inflows in construction and related 
engineering services. 
H04 - The study assumes that the employment and export 
in financial services have not increased on account of FDI 
inflows in India's financial services in the post WTO regime. 
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Nevertheless, the alternative hypothesis suggests that the 
employment and exports in financial services have enhanced due 
to the FDI inflow^ in financial services. 
Ho5 - The study assumes that the employment in health 
related and social services have not increased on account of FDI 
inflows in India's health related and social services in the post 
WTO regime. On the contrary, the alternative hypothesis 
suggests that trie employment in health related and social 
services has enhanced due to the FDI inflows in health related 
and social services. 
Ho6 - It i$ assumed that the employment in tourism 
services has not increased on account of FDI inflows in India's 
tourism services in the post WTO regime. Nevertheless, the 
alternative hypothesis suggests that the employment in tourism 
services has beeA enhanced due to the FDI inflow in tourism 
services. 
b. Analysis and interpretation 
Table 7.11 provides statistical description on the 
performance of software services (business services) in terms of 
employment and export with the inflow of FDI in the business 
services under tlie post WTO regime during the period 1998-
2003. It is observed through the table, that in respect to AAGR, 
the inflow of FPI with growth rate of 175.6 per cent has 
witnessed the highest growth rate during the period under 
reference. The mean of exports of business services is Rs.324895 
with a C.V. of 0.524, which is the least inconsistent in nature. 
The inflow of FPI in India is not only fostered due to the 
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multilateral mechanism but also due to the fact that India has 
brought substantial unilateral reforms. The domestic reforms 
has made India a cynosure for the foreign countries on account 
of providing sizeable opportunities to the investors in the form of 
more business friendly opportunities. 
Table 7 .11 
Stat i s t i ca l Approach To Bus ines s Serv ices 
Under WTO Regime 
(1998-2003) 
Employment (Persons in Million) 
Exports (INR in Million) 
FDI Inflow (INR in Million) 
AAGR 
30.28 
46.93 
175.6 
MEAN 
0.48 
324895 
26880.73 
SD 
0.22 
170365.5 
43883.76 
CV 
45.83 
0.524 
163.25 
Source: Compiled and computed by the Research Scholar from table 7.5 
Table 7. HA provides an analysis of FDI inflow in business 
services with regard to employment in the same sector for the 
period under review. It is manifested that the regression line 
seems to reveal a poor relationship between both the variables in 
terms of F-ratio and R-square. Thereby showing that the null 
hypothesis should be accepted. The coefficient of determinants 
explains only 20 per cent of variation. The t-test also suggests 
that the estimate is not significant at 5 per cent level. 
Table7.11A 
Regression Estimate Of Employment Participation In 
Business Services Against The FDI Inflows In Business 
Services 
Co-efficient 
t-test 
FDI inflow 
0.506 
4.134 
Employment 
-7.155 
-0.282 
F-Ratio 
0.080 
-
R2 
0.20 
-
Source: Annexure 16 
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Table 7.1 IB presents the analysis of functional relation of 
the FDI inflows and exports in business services in the post WTO 
regime. It is revealed through the table, that the regression line 
is not quite impressive in terms of F-ratio and R-square. The 
coefficient of the determinant indicates that as much as 13 per 
cent of variation in FDI in business services has been explained 
by regression estimates. There is not a strong functional 
relationship between the independent and dependent variables. 
The t ratio suggests that the null hypothesis should be accepted 
at 5 percent level of significance. Thus the analysis suggests that 
the trend of exports is not dependent on upward trend of FDI. It 
can be deduced that the premise that flow of FDI is mainly due 
to multilateral pathway have failed to substantiate the exports of 
the sector. 
Table 7.1 IB 
Regression Estimate Of Export Participation In Business 
Services Against The FDI Inflow In Business Services 
Co-efficient 
t-test 
FDI inflow 
336863.10 
3.621 
export 
-0.445 
-0.231 
F-Ratio 
0.053 
-
R2 
0.013 
-
Source: Annexure 17 
Table 7.12 provides statistical information on the 
communication services during the period 1998-2003.In terms of 
AAGR, the FDI inflow with AAGR of 37.14 per cent has witnessed 
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the highest growth rate. In terms of C.V., the FDI inflow with 
C.V. of 80.27 per cent has revealed the maximum variation. In 
terms of average, the mean of employment, exports and FDI were 
3.10 million persons, Rs 428886.67 million and Rs 88429.05 
million respectively. In terms of sub segment pertaining to 
communication, Radio paging with C.V. of 188 per cent has 
revealed the maximum fluctuation. The increase in the FDI 
inflow in telecommunication sector has been on account of the 
policy change through the national Telecom policy (NTP)-
1994/TRAI and regulatory reform(1997) and NTP 1999 and also 
by the multilateral pathway. 
Table 7.12 
Sta t i s t i ca l Approach To Communica t ion Services 
Und< 
Employment (Persons in 
Million) 
Exports (INR in Million) 
FDI lnflow(INR in Million) 
(Total) 
Telecommunications 
IB 
Cellular Mobile 
Other telecommunication 
Radio Paging 
s r W T O 
1998-21 
AAGR 
-0.84 
17.93 
37.64 
4777 
1580 
350 
297.8 
-66.7 
R e g i m e 
303) 
MEAN 
3.101 
42886.67 
68429.05 
15660.31 
28981.39 
23412.16 
237.695 
137.5 
SD 
0.053448 
9528.027 
54932.07 
23347.16 
33187.09 
27274.52 
264.3726 
258.8388 
cv 
161 
22.21 
80.27 
149.08 
114.51 
116.49 
111.22 
188.24 
Source: Compiled and computed by the Research Scholar from table 7.6 
Statistical description is presented in table 7.12A 
pertaining to FDI inflow in communication services against 
employment in communication services. The table suggests that 
the regression line is not impressive. The value of F-ratio and t-
ratio is significance at 5% level, which suggests that the null 
hypothesis should be accepted. As far as coefficient of 
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determinant is concerned, it shows that only 4 per cent 
variations are explained by the regression estimates. 
Table 7.12A 
Regression Estimate Of Employment Participation In 
Communication Services Against The FDI Inflow In Business 
Services 
Co-efficient 
t-test 
FDI inflow 
3.097 
75.204 
Employment 
6.241 
0.129 
F-Ratio 
0.017 
-
R2 
0.004 
-
Source: Annexure 18 
Table 7.12B furnishes an account of statistical estimates 
regarding the FDI inflow in communication service and export. 
The F statistics suggests that the null hypothesis of untrue 
regression relation can not be rejected at 5% level. The coefficient 
of determinant is equally poor as it could have explained only 25 
percent variation in the export figures of the communication 
services. The independent variable has not had a coefficient of 
statistical significance. This indicates that there has not been 
any evidence that the exports of communications services is 
influenced by FDI inflows. 
Table 7.12B 
Regression Estimate Of Export Participation In 
Communication Services Against The FDI Inflow In Business 
Services 
Co-efficient 
t-test 
FDI inflow 
41022.104 
5.646 
Export 
2.725 
0.318 
F-Ratio 
0.101 
-
R2 
0.025 
-
Source: Computed from Annexure 19 
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Table 7.13 describes statistical information on the 
construction services during the period 1998-2003. In terms of 
AAGR, the FDI inflow and employment has witnessed AAGR in 
negative. In terms of consistency, it is revealed that employment 
is the least inconsistent whereas the growth of FDI is the most 
inconsistent. In terms of average, the mean of employment, 
exports and FDI were 1.115 million persons, Rs 14071.67 million 
and Rs 76.34167 million respectively for the period under 
reference. 
Table 7.13 
Statistical Approach To Construction and Related 
Engineering Services Under WTO Regime 
Employment (Persons in 
Million) 
Exports (INR in Million) 
FDI Inflow (INR in Million) 
AAGR 
-3.41 
61.95 
-96.5 
MEAN 
1.115 
14071.67 
76.34167 
SD 
0.07 
7806.99 
179.5384 
CV 
6.278 
55.480 
235.177 
Source: Compiled and Computed by the Research Scholar from table 7.7 
Table 7.13 A provides the analysis of regression estimates 
of FDI inflows in construction services against the employment 
in the same sector for the period under review. The values of F-
ratio and t-ratio are higher and suggest that the null hypothesis 
should be accepted at 5 percent level of significance. The 
coefficient of determinants indicates that only 33 per cent of 
variations in the total FDI inflows in services have been 
explained by the regression estimates. Statically it can not be 
proved that FDI inflows in construction services are responsible 
to generate employment in the sector. There is no functional 
relation between FDI inflows and employment. 
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Table 7.13A 
Regression Estimate Of Employment Participation In 
Construction Services Against The FDI Inflow In 
Construction Services 
Co-efficient 
t-test 
FDI inflow 
1.110 
31.720 
Employment 
7.131 
0.369 
F-Ratio 
0.136 
-
R2 
0.33 
-
Source: Computed from Annexure 20 
Table 7.13B presents the regression parameter of FDI 
inflows in construction services against the exports for the 
period under review. The value of F-ratio is only 0.136 to 
indicate that the regression function does not assume any 
functional relation, and suggest that the null hypothesis should 
be accepted at 5 percent level of significance. The coefficient of 
determinants indicates that only 39 per cent of variations in the 
total FDI inflows in construction services have been explained by 
the regression estimates. The statistical analysis further 
suggests that the increasing trends in exports in construction 
services is not wholly based on the FDI inflow in this sector. 
There is no strong functional relationship between the FDI 
inflows and employment in the construction services. 
Table 7.13B 
Regression Estimate Of Export Participation In Construction 
Services Against The FDI Inflow In Business Services 
Co-efficient 
t-test 
FDI inflow 
11978.73 
3.926 
Export 
27.41 
1.624 
F-Ratio 
2.639 
R2 
0.397 
-
Source: Computed from Annexure 21 
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Table 7.14 provides data on financial services relating to 
employment, exports and FDI inflow during the period of 1998-
2003. In the terms of AAGR,it is manifested that the growth rate 
of exports is the maximum ,with growth rate of 20.13 per cent on 
the other hand ,the growth rate of FDI is in negative. In terms of 
stability in growth, the C.V. of employment has shown the 
maximum consistency. Under the sub segment of financial 
services, the insurance services with C.V. of 90.62 per cent have 
shown the maximum inconsistency among the sub segment of 
financial services 
Table 7.14 
Statistical Approach To Financial Services 
Under WTO Regime 
(1998-2003) 
Employment (Persons in 
Million) 
Exports (INR in Million) 
FDI Inflow (INR in Million) 
(Total) 
Financial Services 
Non Financial 
Banking 
Insurance 
AAG 
R 
2.229 
20.13 
-3.78 
38.72 
16.46 
8408 
-64.4 
MEAN 
1.665 
17410 
12786.56 
9833.155 
1842.263 
388.2067 
1579.563 
SD 
0.06775 
7652.526 
5568.825 
6046.917 
1637.953 
350.1146 
1431.558 
CV 
3.61 
43.95 
43.55 
61.49 
88.90 
90.18 
90.62 
Source: Compiled and Computed by the Research Scholar table 7.8 
Table 7.14A provides the regression estimates of FDI inflow 
in financial services against the employment in the same sector 
for the period under review. The values of F-ratio and t-ratio 
suggests that the null hypothesis should be accepted at 5 
percent level of significance. The coefficient of determinants 
indicates that 69 per cent of variations in the total FDI inflows in 
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financial services have been explained by the regression 
estimates. However, there is no strong functional relationship 
between the financial services and FDI inflows. 
Table 7.14A 
Regression Estimate Of Employment Participation In 
Financial Services Against The FDI Inflow In Financial 
Services 
Co-efficient 
t-test 
FDI inflow 
1.706 
21.127 
Employment 
-3.20 
-.546 
F-Ratio 
.298 
-
R2 
.069 
-
Source: Computed from Annexure 22 
Table 7.14B shows the regression estimates of FDI inflows 
against the exports of financial services. The F-ratio and t-ratio 
suggests that the null hypothesis should be accepted at 5 per 
cent level. The coefficient of determinants is quite impressive to 
explain as much as 53 per cent of variations. The coefficient of 
exports of financial services demonstrate insignificant relation 
towards the increase in FDI inflows in financial services and 
exports. 
Table 7.14B 
Regression Estimate Of Export Participation In Financial 
Services Against The FDI Inflow In Financial Services 
Co-efficient 
t-test 
FDI inflow 
30287.28 
4.709 
Export 
-1.007 
-2.154 
F-Ratio 
4.641 
-
R2 
0.537 
-
Source: Computed from Annexure 23 
Table7.15 furnishes statistics on the employment and FDI 
inflow in the health and social services during the peroidl998-
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2003.It is discernible through the table that the average of 
employment and FDI inflow was 11.46 million person and 
Rs. 1224.7 million. The growth rate of FDI is way ahead than that 
of employment during the period under reference. As far as 
consistency is concerned, the employment is more consistent. 
Table 7.15 
Statistical Approach to Health And Social Services 
Under WTO Regime 
(1998-2003) 
Employment (Persons in 
Million) 
FDI Inflow (INR in Million) 
AAGR 
-0.0854 
393.548 
MEAN 
11.463 
1224.7 
SD 
0.0697 
1852.387 
CV 
0.52 
151.252 
Source: Compiled and Computed by the Research Scholar from table 7.9 
Table 7.15A presents estimates of FDI inflows against the 
employment in health care services for the referred period. It is 
indicative that regression line seems to be deplorable in terms R-
ratio. However, the F-ratio and t-ratio suggests that the 
regression accepts the null hypothesis of true relation at 5 per 
cent level of significance. The analysis does not support the view 
that the employment in health care services is increasing due to 
FDI inflows in this sector. 
Table 7.15A 
Regression Estimate of Employment Participation In Health 
And Social Services Against The FDI Inflow In Health And 
Social Services 
Co-efficient 
t-test 
FDI inflow 
11.463 
291.59 
Employment 
6.460 
0.034 
F-Ratio 
0.001 
-
R2 
0.00 
-
Source: Computed from Annexure 24 
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Table 7.16 furnishes statistical details in tourism sector 
during the period 1998-2003.Data on the performance of 
employment and FDI inflow have been included under the table. 
The FDI in tourism is divided into hotels and restaurants, 
tourism and others .The employment grew at the rate of 2.46 per 
cent during the period under reference. Whereas the FDI inflow 
manifests that the growth rate was in negative. In terms of 
average, the mean of employment and FDI inflow was Rs.496 
million and FDI inflows Rs. 3587.4 million during the period 
under reference .while observing the inflow of FDI in the sub 
segments of tourism, it is deduced that the AAGR of hotel and 
restaurant was the highest. Whereas in the term of inconsistency 
the segment "others segment" with CV of 209.22 per cent is the 
highest under the period. 
Table 7.16 
Statistical Approach to Tourism Services Under WTO Regime 
(1998-2003) 
Employment(Persons in 
Million) 
FDI Inflow (INR in Million) 
(TotaQ_ 
Hotels and Restaurants 
Tourism 
Others 
AAGR 
2.46565 
-1.19 
226.209 
-19.819 
5112.92 
MEAN 
0.4967 
3587.4 
2208 
925.72 
453.7 
SD 
0.022509 
2462.268 
2695.886 
1586.246 
949.2523 
CV 
4.0 
8 
68. 
63 
122 
.09 
171 
.35 
209 
.22 
Source: Compiled and Computed by the Research Scholar from table 7.10 
The 7.16A presents regression estimates of the FDI inflow 
against employment in tourism services. Statistical description 
presented in the table suggests that regression estimates is not 
very impressive. Coefficient of determinants explains only 30 per 
cent of the variation. F-ratio and t-ratio indicates that the null 
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hypothesis should be accepted at 5% level of significance. 
Estimates suggests that employment is not dependent on the 
quantum of FDI inflows in the sector. 
Table 7.16A 
Regression Estimate Of Employment Participation In 
Tourism Services Against The FDI Inflow In Tourism 
Services 
Co-efficient 
t-test 
FDI inflow 
0.515 
31.850 
Employment 
-5.028 
-1.317 
F-Ratio 
1.735 
-
R2 
0.303 
-
Source: Computed from Annexure 25 
Finding of the statistical study pertaining to India's 
services under WTO regime. 
From the foregoing statistical discussion it is revealed that 
all the null hypotheses that were designed for gauging the 
influence of FDI inflows oA the employment and exports were 
accepted. The acceptance of all the null hypotheses at the 5 level 
of significance indicate that the growth in the FDI in services 
which were committed at the GATS arena are unable to manifest 
or act as propeller in intensifying the growth of employment and 
exports substantially. This testing of hypotheses throws light 
that the employments and the exports in India's services sector 
have got sinews from other ingredients. It seems that the rise in 
services have been due to increase in income elasticity of 
demand for services, more demand of input usage of services by 
other sectors. 
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5. Conclusion 
The present chapter has made an attempt to find out the 
role of WTO in the promotion of service sector in India. India's 
services in respect to employment and export were gauged with 
the inflow of FDI in those sectors in which India has made 
commitment under WTO ambit. Though it appears that the 
exports of India service sector have increased due to the better 
ambience provided by the GATS. India's export of services have 
increased substantially and has improved her rank in world. But 
the testing of hypothesis showed that the commitment made in 
Mode 3 which in turn brings in FDI have failed to show any 
positive relation between the increase in FDI with that of 
employment and export of services where commitment have been 
made. Thus it can be perceived that the growth of services in 
terms of employment and export has been due to reasons other 
than the entry into the GATS arena. The other reasons which 
have forcefully increased the growth of export and employment 
have been the incentives provided by the government in the form 
tax holidays, establishment of EPZs and EOUs. Along with these, 
the structural reforms and the technological revolution were the 
main ingredients in increasing the employment and exports of 
service sector. Nevertheless, the WTO mainly the GATS has 
potential to increase India's service exports provided that India 
get opportunity to lock in the market under the Mode 1 and 
Mode 4. Even in Mode 2 and Mode 3 there appears to be a silver 
lining in the form health care, education and tourism. India 
needs to sort out the issues, problems and opportunities under 
the services so as to design holistic and synergetic strategy to 
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increase her export. The subsequent chapter delves into the 
issues, problems and opportunities pertaining to service sector 
which includes both at domestic and international level. 
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With the ractifying of the GATS agreements, it is experienced that 
India's t rade in services have made much in road in other countries. 
India has outclassed developing Asia in service balance. The service in 
India pedestal on account of better and bus iness friendly ambience. 
Service in India h a s also got forfeited by the infusion of Information 
technology with services. Under the WTO regime, it is revealed that 
India's services have made impressive success in terms of favorable trade 
balance in exports. Table 7.2 furnishes statistics on current account of 
balance of developing countries. The data include trade balance and 
service balance of India, developing Asia and Western Hemisphere during 
the period from 1996 to 2003. It is discernible tha t under the trade 
balance, India h a s witnessed deficit in trade balance during all the years. 
Developing Asia had witnessed trade balance deficit only in 1996. From 
2000 onward, Developing Asia were experiencing considerable trade 
balance surplus . As far as Western Hemisphere is concerned, it is 
revealed that in the years 1996, 2000 and 2001 it suffered trade balance 
deficit. But from 2002 onward, it ha s registered considerable trade 
balance surplus. From the service balance perspective, India has 
documented favorable service balance during the period 1996-2003 with 
service balance of US $10.7 billion in 2003. India h a s out performed 
developing Asia and Western Hemisphere. Whereas developing Asia and 
Western Hemisphere witnessed unfavorable service balance during the 
same period of time. It is deduced from the table 7.2 that in trade 
balance, developing Asia has recorded substant ial favorable trade 
balance and h a s surpassed both India and Western hemispheres. The 
central reasons at tr ibuted for India's favorable service balance is on 
account of her becoming a hub for services outsourcing, new growth 
impulses, enabled productivity and cost efficiency to set a cutting edge to 
international competitiveness and the information technology revolution 
^7^i 
Table 7.2 
Current Account Balances of Developing Countries (US$ billion) 
(1996-2003] 
Year 
1 
1996 
2000 
2001 
2002 
2003 
India* 
Trade 
Balance 
2 
-14.8 
-14.4 
-12.7 
-12.9 
-16.7 
Services 
Balance 
3 
0.7 
2.5 
4.6 
6.8 
10.7 
Developing Asia 
Trade 
Balance 
4 
-29.4 
62.6 
56.1 
67.3 
59.3 "1 
Services 
Balance 
5 
-6.8 
-10.2 
-10.2 
-5.1 
-12.3 
Western 
Hemisphere 
Trade 
Balance 
6 
-1.3 
-4.4 
-12.0 
16.3 
34.3 
Services 
Balance 
7 
-11.7 
-11.8 
-13.5 
-8.6 
-7.2 
*:Data for India pertain to financial year (April-March^ 
Note :(-) Indicates deficit. 
Source: Report on Currency & Finance, 2003-04 
Statistical regression estimate pertaining FDI inflows in 
business services with regard to employment in the same sector for 
the period under review is documented in Table 7.11A (i,ii,iii) Under 
this analysis, bus iness services with regard to employment is 
considered as dependent on the FDI in bus iness services. The 
regression analysis brings forth R2, F-Ratio, Value of t, co-efficient, 
Standard Error along with degree of freedom. It is revealed from the 
model summary and co-efficient that the regression line seems to 
reveal a poor relationship between both the variables in terms of F-
ratio and R-square. Thereby, showing tha t the null hypothesis 
should be accepted. The coefficient of determinants explains only 2 
per cent of variation. The t-test also suggests tha t the estimate is 
not significant at 5 per cent level. 
Table 7.11A (i,ii,iii) 
Regression Estimate Of Employment Participation In Business Services Against 
The FDI Inflows In Business Services 
ji^ANOVA 
Model 
1 Regress ion 
Res idua l 
Total 
S u m of 
S q u a r e s 
.005 
.248 
. 2 5 3 ^ 
Df 
1 
4 
5 
Mean 
S q u a r e 
. 005 
r ~ X K 5 2 l 
F 
. 080 
Sig. 
.792 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYMENT 
(ii) Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
.506 J 
-7.155E-07 
Std. Error 
.122 
.000 
Standardized 
Coefficients 
Beta 
-.140 
t 
4.134 
-.282 
Sig. 
.014 
.792 
a Dependent Variable: EMPLOYMENT 
Model 
1 
R 
.140 
R Square 
.020 
(iii) Model Summary 
Adjusted R Square 
-.226 ' 
Std. Error of the Estimate 
.24890 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.5 
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Statistical regression estimate pertaining to FDI inflows in 
communication services against the employment in communication 
services is documented in table No. 7.12.A. (i,ii,iii) Under this 
analysis employment in communication services is considered 
dependent on the FDI inflows in communication services. The 
regression analysis brings forth R2, F-Ratio, Value of t, co-efficient, 
Standard Error along with degree of freedom. It is discernible from 
the model summary and co-efficient that the value of f-ratio and t-
ratio is significant at the 5 percent level, which per se advocates 
that the null hypothesis should be accepted. While calculating the 
co-efficient of determinant it is seen that only .4 percent variations 
are explained by regression estimate. 
Table 7.12A (i,ii,iii) 
Regression Estimate Of Employment Participation In Communication Services 
Against The FDI Inflow In Communication Services 
Model 
_ , 
Regression 
Residual 
Total 
tf 
Sum of 
Squares 
1 .000 
.014 
| .014 
ANOVA 
df 
1 
4 
5 
Mean 
Square 
.000 
.004 
F 
ToiT 
Sig. 
.904" 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYMENT 
(ii) Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
3.097 
6.241E-08 
Std. Error 
1 !o4J | 
.000 
Standardized 
Coefficients 
Beta 
.064 
t 
175.204 
.129 
Sig. 
.000 
.904 
a Dependent Variable: EMPLOYMENT 
(iii) Model Summary 
1 .064 .004 
Model R R Square Adjusted R Square Std. Error of the Estimate 
-.245 .05963 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.6 
Table 7.12B (i,n,iii) furnishes an account of statistical 
regression relating to FDI inflows in the communication services 
against the export in communication services. Export in 
communication services is taken as dependent on the FDI inflows 
in communication services. Regression estimates in terms of R2, F-
ratio, value of t, co-efficient, s tandard error along with degree of 
freedom are summarized in the table. The F-statistics endorses that 
the null hypothesis of un t rue regression relation cannot be rejected 
at 5 percent level. The coefficient of determinant is also dismal as it 
could t ranslate only 2.5 percent variation in the export figure of the 
communication services. The independent variable has not a co-
efficient of statistical significance. This shows that there has not 
been any evidence that export of the communication services is 
fostered by FDI inflows. 
Table 7.12B (i,ii,iii) 
Regression Estimate Of Export Participation In Communication Services Against 
The FDI Inflow In Communication Services 
(i) ANOVA 
Model 
1 Regression 
Residual 
Total 
Sum of Squares 
11201975J393_^ 
h l42714557.441 
453916533.333 
df 
1 
4 
' 5 
Mean Square 
r 11201975.893 
110678639.360 
F 
.10]] 
Sig. 
.7661 
a Predictors: (Constant), FDI 
h Dependent Variable: EXPORT 
Model 
1 (Constant) 
(iiJ^Coefficients 
Unstandardized 
Coefficients 
B 
41022.104 
Std. Error 
7266.095 
Standardized 
Coefficients 
Beta 
. 
t 
5.646 
Sig. 
.005 
JVtodeJ_, 
1 
R 
.157 
R Square 
.025 
iii) Model S u m m a r y 
Adjusted R Square 
-.219 
Std. Error of the Estimate 
10520.39160 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.6 
Statistical regression estimate pertaining to FDI inflows in 
construction services against the employment in construction 
services is documented in table No. 7.13.A. (i,ii,iii).Under this 
analysis employment in construction services is taken as 
functionally related to FDI inflows in construction services. The 
regression analysis presents R2, F-Ratio, Value of t, co-efficient, 
Standard Error along with degree of freedom. The values of F-ratio 
and t-ratio are higher and suggest that the null hypothesis should 
be accepted at 5 percent level of significance. The coefficient of 
determinant indicates that only 3.3 per cent of variations in the 
total FDI inflows in services have been explained by the regression 
estimates. Statistically it can not be proved tha t FDI inflows in 
construction services are responsible to generate employment in 
the sector. There is no functional relation between FDI inflows and 
e m p l o y m e n t . Table 7.13A (i,ii,iii) 
Regression Estimate Of Employment Participation In 
Construction Services Against The FDI Inflow In Construction Services 
Model 
1 Regression 
Residual 
Total 
(i 
Sum of 
Squares 
.001 
.024 
.025 
|ANOVA 
Df 
1 
4 
5 
Mean 
Square 
.001 
.006 _ 
F 
.136 j 
— 
Sig. 
.731 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYMENT 
(ii) Coefficients 
Unstandardized 
Model 
1 (Constant) 
FDI 
Coefficients 
_B 
1.110 
7.131E-05 
StcL_Error 
.035 " 
.000 
Standardized 
Coefficients 
Beta 
.181 
t 
31.720j 
.369 
Sig. 
.000 
.731 
a Dependent Variable: EMPLOYMENT 
1W-Vi{ 
(iii) Model Summary 
Model 
1 
R 
.181 
R Square 
.033 
Adjusted R Square 
-.209 
Std. Error of the Estimate 
.07767 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.7 
Table 7.13B (i,ii,iii) presents an account of statistical regression 
relating to FDI inflows in the construction services against the 
export in construction services. Export in construction services is 
taken as dependent on the FDI inflow in construction services. 
Regression est imates presents R2, F-ratio, value of t, co-efficient, 
s tandard error along with degree of freedom. The value of F-ratio is 
only 0.136, which indicates that the regression function does not 
assume any functional relation and suggest tha t the null 
hypothesis should be accepted at 5 percent level of significance. 
The coefficient of determinant indicates that only 39 per cent of 
variations in the total FDI inflows in construction services have 
been explained by the regression estimates. The statistical analysis 
further suggests that the increasing trends in exports in 
construction services are not wholly based on the FDI inflows in 
this sector. There is no strong functional relationship between the 
FDI inflows and employment in the construction services. 
Table 7.13B (i,ii,iii) 
Regression Estimate Of Export Participation In Construction Services Against 
The FDI Inflow In Construction Services 
(i)ANOVA 
Model 
1 Regression 
Residual 
Total 
Sjum_of_S qu are s 
121135029.228" 
_183610454.J0^ 
304745483.333 
_df 
f 
4 
5 
M_ean_ Square 
1 2 n 3 5 0 2 9 . 2 2 8 
45902613.526 
F 
2.639 
Sig. 
.180 
a Predictors: (Constant), FDI 
b Dependent Variable: EXPORT 
*7»-vty 
(ii) Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
11978.739 
27.415 
Std. Error 
3051.281 
16.876 
Standardized 
Coefficients 
Beta 
.630 
t 
3.926 
1.624 
Sig. 
.017 
.180 
a Dependent Variable: EXPORT 
Model R 
.630 
R Square 
.397 
(iii) Model Summary 
Adjusted R Square 
.247 
Std. Error of the Estimate 
6775.14675 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.7 
Statistical regression estimates pertaining to FDI inflows in 
financial services against the employment in financial services are 
documented in table No. 7.14.A. (i,ii,iii).Employment in financial 
services is considered as functionally related to the FDI inflows in 
financial services. The regression analysis brings forth R2, F-Ratio, 
Value of t, co-efficient, Standard Error along with degree of 
freedom. The values of F-ratio and t-ratio suggest that the null 
hypothesis should be accepted at 5 percent level of significance. 
The coefficient of determinant indicates that 6.9 per cent of 
variations in the total FDI inflows in financial services have been 
explained by the regression estimates. However, there is no strong 
functional relationship between the financial services and FDI 
inflows. 
Table 7.14A (i,ii,iii) 
Regression Estimate Of Employment Participation In Financial Services Against 
The FDI Inflow In Financial Services 
Model 
1 Regression 
Residual 
Total 
(i 
Sum of Squares 
.002 
.021 
.023 
ANOVA 
Df 
1 
4 
5 
Mean 
Square 
.002 
.005 
F 
.298 
Sig. 
.614 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYMENT 
*?S~(>< 
Model 
1 (Constant) 
FDI 
(ii 
Unstandardized 
Coefficients 
B 
1.706 
-3.203E-06 
L) Coefficients 
Std. Error 
.081 
.000 
Standardized 
Coefficients 
Beta 
-.263 
t 
21.127 
-.546 
Sig. 
.000 
.614 
a Dependent Variable: EMPLOYMENT 
Model 
1 
R 
. 263 
R S q u a r e 
. 069 
(iii) Model Summary 
Adjus ted R S q u a r e 
- .163 
Std . E r ro r of t h e E s t i m a t e 
.07307 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.8 
Table 7.14B (i,ii,iii) furnishes an account of statistical 
regression est imates relating to FDI inflows in the financial services 
against the export in financial services. Export in financial services 
is taken as dependent on the FDI inflow in financial services. The 
regression analysis brings forth R2, F-Ratio, Value of t, co-efficient, 
Standard Error along with degree of freedom. The F-ratio and t-
ratio suggests that the null hypothesis should be accepted at 5 per 
cent level. The coefficient of determinant is quite impressive to 
explain as much as 53 per cent of variations. The coefficient of 
exports of financial services demonstrates insignificant relation 
towards the increase in FDI inflows in financial services and 
exports. 
Table 7.14B (i,ii,iii) 
Regression Est imate Of Export Participation In Financial Services Against The 
FDI Inflow In Financial Services 
(i) ANOVA 
Model 
1 
r
edictor 
Regression 
Residual 
Total 
s; (Constant, 
Sum of Squares 
157267408.097 
135538391.903 
292805800.000 
, FDI 
Df 
1 
4 
5 
Mean Square 
157267408.09 
7 
33884597.976 
F 
4.641 
Sig-
.098 
b Dependent Variable: EXPORT 
2}$-K 
Model 
1 (Constan 
t) 
FDI 
(ii) Coefficients 
Unstandardized 
Coefficients 
B 
30287.287 
-1.007 
Std. Error 
6432.397 
.467 
Standardized 
Coefficients 
Beta 
-.733 
t 
4.709 
-2.154 
Sig. 
.009 
.098 
a Dependent Variable. EXPORT 
Model 
1 
R 
.733 
(iii) Model Summary 
R Square 
.537 
Adjusted R Square 
.421 
Std. Error of the Estimate 
5821.04784 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.8 
Statistical regression estimates pertaining to FDI inflow in 
health care services against the employment in health care services 
is documented in table No. 7. 15A. (i,ii,in)- Under this analysis 
employment in health care services is considered as dependent on 
the FDI in health care services. The regression analysis brings forth 
R2, F-Ratio, Value of t, co-efficient, S tandard Error along with 
degree of freedom. It is indicative that regression line seems to be 
deplorable in terms R-ratio. However, the F-ratio and t-ratio 
suggests tha t the regression accepts the null hypothesis of true 
relation at 5 per cent level of significance. The analysis does not 
support the view tha t the employment in health care services is 
increasing due to FDI inflows in this sector. 
Table 7.15A (i,ii,iii) 
Regression Estimate of Employment Participation In Health And Social Services 
Against The FDI Inflow In Health And Social Services 
Model 
1 Regression 
Residual 
Total 
(i) ANOV 
Sum of Squares 
.000 
.024 
.024 
A 
Df 
1 
4 
5 
Mean Square 
.000 
.006 
F 
.001 
Sig-
.974 
a Predictors: (Constant), FDI 
*?&- if 
b Dependent Variable: EMPLOYMENT 
(ii) Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
11.463 
6.460E-07 
Std. Error 
.039 
.000 
Standardized 
Coefficients 
Beta 
.017 
t 
291.592 
.034 
Sig. 
.000 
.974 
a Dependent Variable: EMPLOYMENT 
Model R 
.017 
R Square 
.000 
(iii) Model Summary 
Adjusted R Square^ 
.250 
Std. Error of the Estimate 
.07798 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.9 
Statistical regression estimate pertaining to FDI inflow in 
Tourism services against the employment in Tourism services is 
documented in table No.7. 16.A.(i,ii,m)-Under this analysis 
employment in Tourism services is considered as functional on the 
FDI in Tourism services. The regression analysis brings forth R2, F-
Ratio, Value of t, co-efficient, Standard Error along with degree of 
freedom. Statistical description presented in the table suggests that 
regression est imates is not very impressive. Coefficient of 
determinant explains only 30 per cent of the variation. F-ratio and 
t-ratio indicates that the null hypothesis should be accepted at 5% 
level of significance. Estimates suggest that employment is not 
dependent on the quan tum of FDI inflows in the sector. 
Table 7.16A (i,ii,iii) 
Regression Estimate Of Employment Participation In Tourism Services Against 
The FDI Inflow In Tourism Services 
Model 
1 
4 
Regression 
p
 Residual 
Total 
(i 
Sum of 
Squares 
.001 
.002 
.003 
|ANOVA 
Df 
1 
4 
5 
Mean 
Square 
.001 
.000 
F 
1.735 
Sig. 
.258 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYMENT 
*?*-*({ 
(ii) Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
.515 
-5.028E-06 
Std. Error 
.016 
.000 
Standardized 
Coefficients 
Beta 
-.550 
t 
31.850 
-1.317 
Sig. 
.000 
.258 
a Dependent Variable: EMPLOYMENT 
(Hi) Model Summary 
Model R J R Square 
1 .550 .303 
Adjusted R Square 
.128 
Std. Error of the Estimate 
.02102 
a Predictors: (Constant), FDI 
Source: Compiled and computed by the Research Scholar from table 7.10 
Finding of the stat ist ical study pertaining to India's 
services under WTO regime. 
From the foregoing statistical discourse, it is manifested that all 
the null hypotheses that were chalked out for assessing the impact of 
FDI inflows on the employment and exports were accepted. The 
acceptance of all the null hypotheses at the 5 level of significance show 
that the increasing in the FDI inflows in India's services which were 
committed at the GATS' ambit are not able to reveal as the factor for 
promoting the growth of employment at exports. The test of hypotheses 
demonstrate that they employment and exports in India's service sector 
have got strength from other factors. The other factors which have 
fostered the growth of export and employment have been the incentives 
provided by the government in the form of tax holidays, establishment of 
EMZs and EOUs. The structural reforms and the technological revolution 
were the main input for enhancing the employment and the exports of 
India's service sector. It is cogently deduced that the rise in services have 
been increased on account of opening of trade and industrial policies, 
institution of fully market based exchange rate regime, the introduction 
of current account convertibility. These all subsequently boiled down to 
providing substantial momentum to India's trade in services. 
*-K-Y((r 
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1. Introduction 
In the previous chapter a study of India's services under 
the WTO ambit was made. It was analyzed that India's services 
in terms of exports have increased under the WTO ambit. But 
the analysis of FDI inflows in terms of those services, which were 
committed under WTO, could not make impressive result on the 
exports as well as on employment. Nevertheless, it is expected 
that India's services shall be able to increase its exports as well 
as employment in GATS in time to come. From a developing 
country's perspective, the General Agreement on Trade in 
services (GATS) is one of the most vital agreements in the World 
Trade Organization (WTO). GATS encompasses trade and 
investment under its ambit. The mechanism of GATS provides 
galore opportunities for developing countries, but it is not 
without problems and complications. Under this backdrop, the 
current chapter makes an attempt to bring out the issues, 
problems and prospects relating to services with a focus on 
India. 
2 . Issues 
Under the ambit of GATS, there are numbers of issues that 
need to be sorted out .The following paragraphs take into 
consideration five vital issues that need to be sorted out in order 
to obviate the fogy plane of GATS. These five issues are namely, 
Mode4 (Movement of Natural Person), Domestic Regulation, 
Government Procurement, Emergency Safeguards Mechanism 
and Subsidies. 
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a. Mode 4 (Movement of Natural Person) 
Mode 4 (Movement of Natural Person) got its emergence 
from a grand North-South Bargain on the GATS definitions of 
trade in services.1 The fact that the population over 60 in the 
developed countries shall be 32 per cent of total population by 
2050, which shall make the developed countries net receivers of 
international migrants approximated to be about 2million per 
years over the next 50 years.2 This statistic provide the 
opportunities available to the developing countries. 
Even the horizontal commitments that are bound are of 
higher level and are relied to Mode 3 (Commercial Presence 
Abroad). Number of GATS jargon falls short in terms of clarity. In 
terms of horizontal commitments too, there is a clear-cut 
biasness to foster the movement of higher-level service 
personals. GATS states that the movement of natural person is 
of temporary period but don't indicate that how long will be the 
temporary period, thereby making it difficult to demarcate 
between Mode 4 and migration. 
The developing countries face a lot of barriers under Mode 
4, one of the main barriers is the limiting access to intra 
corporate transfer through horizontal commitment. The 
developed countries have made horizontal commitments that are 
associated with commercial presence which facilitate only the 
higher level of personnel of developed countries. The 
discretionary and opaque nature of economic needs, labour 
market and management needs test have also stemmed up as 
the cardinal barriers to free movement of natural person. 
281 
Issues, Problems and Prospects for Service Sector : An Indian Perspective 
Citizenship requirement for working in several selected 
service sectors also put services providers of developing 
countries at back seat. Then there is non-uniformity in the 
content of social security taxes and benefit and government 
subsidies that discriminate between domestic and foreign service 
provides differently.3 It is quite pertinent that the various 
roadblock which have been cited in the of Mode 4 need to be 
obviated for enhancing the opportunities for developing countries 
including India. 
Thus to assist the developing countries' exports of Mode 4, 
it is quite important that the further rounds of commitment 
should be towards the sector specific commitment. The 
horizontal commitment should include commitment in those low 
skilled professional that shall assist the developing countries 
exportss. 
A special visa for short-terms visit should be made which 
would be covered by sectoral and horizontal commitments by 
GATS members. Member country should be persuaded to bring 
transparency in their rules and procedures for those seeking 
temporary admission into their territories. Mutual recognition 
agreement will be effective way for addressing the difference work 
related academic qualification. 
From view point of India, there is an urgent need to seek 
liberalization of Mode 4 in American European and Middle East 
countries. India should aim to pursue these countries to bind in 
sectoral rather than in the horizontal commitment. 
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b. Negotiations on Domestic Regulations (Article VI) 
GATS provision relating to domestic regulations (Article VI) 
is one of the unclear provisions. Building up of domestic 
regulation is quite pertinent for increasing the commitments on 
market access and national treatment. The article entails that 
the regulation should rest on objective and transparent criterion 
and should not act as onerous. Countries are entailed to bring 
out information on their domestic regulation. But the article 
does not throw light on the criteria on which the need for 
domestic regulation is to be assessed and what constitute the 
process for review of domestic regulation. Further the article 
does not guide when remedies are justified and what constitute 
an appropriate remedy. 
The developing countries face a lot of challenges in the 
proper designing of appropriate regulatory framework and its 
implementation on account of dearth of persons with expert 
knowledge with regulations. It is also feared that if the domestic 
regulation of developing countries are challenged, then the 
regulation of services shall be placed before the dispute panel, 
which shall tantamount to difficult and costly exercise for 
developing to convince the panel through a necessity test that 
the regulation relating to service were indispensable for ensuring 
the quality of services. 
It is quite necessary that developing countries shall be 
provided appropriate guidance in designing of their domestic 
regulations. The council for trade in service should fasten the 
negotiations on services that are ought to be heavily regulated 
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and should strive to bring out annexes and reference paper 
similar to that of accountancy and telecommunications. 
c. Government procurement 
Government procurement is defined in GATS as "the 
procurement by governmental agencies of services purchases for 
governmental purpose and not with a view to commercial resale 
or with a view to use the supply of services for commercial 
sales".4 
The agreement aims to eliminate discrimination among 
foreign products, services and suppliers and to increase the 
transparency of relevant laws and practices. The agreement 
applies to all laws, regulations, procedures and practices 
pertaining to procurement be specificied central government, 
sub-central and other entities.5 Though the studies corroborates 
that transparency in government procedures shall bring 
efficiency and speed up the supply of services of government use. 
But the developing countries perceive that placing the 
government procurement under the WTO framework shall go 
against the infant industry argument.6 
From India's perspective, the case for government 
procurement does not hold much relevancy. India's domestic 
service suppliers are not in position to compete with foreign 
services provider, also the disciplines on government 
procurement would impede the power of government in 
designing and allocation of fund for social and education 
services. 
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d. Emergency Safeguard Mechanism (ESM) 
Article X of GATS relates to emergency safeguard 
measures. The article provides rights to importing country 
members to temporarily discontinue their commitment provided 
that imports have increased more than domestic production and 
the surge in import is hampering the domestic industry. 
Negotiations on the purported article have been kicked off way 
back in 1996, but till now no satisfactory outcome have arrived. 
Though the GATS commitment on emergency safeguard 
mechanism (ESM) has been formed, but the article reveals 
degree of non-clarity in terms to its application. Applying EMS 
on mode 2 shall in terms affect the earning of supplier rather 
than other party. Applying ESM in Mode 3 shall stems up the 
problem of national treatment and MFN. Thus though the ESM 
have been brought out for the safeguarding of the importing 
country's domestic industry but the interface between ESM and 
trade in services has spawned a debate that needs the light of 
the day. 
From the developing country perspective including India, 
emergency safeguard measure is not so vital as committing in 
this sector with a view that it shall address some of their 
concerns under GATS shall provide the other countries a relative 
ease in imposing restriction on delivery of services. This shall go 
against the exportss interest of developing countries. India 
should ignore this article at present as service has occupied a 
prime position in her exports structure and her service exportss 
lacks diversification and at moment the country falls short in 
having adequate capacity to explore investigations for ESM. 
285 
Issues, Problems and Prospects for Service Sector: An Indian Perspective 
e. Subsidies 
Article XV of GATS stipulates the member of WTO to form 
negotiations to develop the necessary multilateral discipline so 
as to ward off the trade distortion effect of subsidies. The main 
problem is lack of subsidy disciplines on across the abroad, with 
respect to subsidy amount or the specified sector to which 
subsidies are provided. Though the article calls on members to 
exchange information on subsidies affecting service trade and to 
request consultation with other member if it adversely affected 
by the latter's subsidy.7 
But there is a lack of detailed information in respect to the 
existence of subsidies in services sector and as regards the 
extent to which they may have affect in international trade. 
Subsidies are granted in number of services sectors like audio-
visual service, construction, distributes, educational services, 
environmental services, financial services, health-related 
services, transport services, research and development services 
and tourism.8 Table 8.1 provides a description on the subsidies 
provided in various type of services. 
Thus it is quite important that clarity on these issues are 
needed very urgently which shall go a long way in making the 
architecture of GATS more clearly and thereby providing much 
needed stimulation to increase the pace of developing countries 
services. Along with the issues, there are number of problems 
faced by the countries including India. The following paragraph 
provides a detail on it. 
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Table 8.1 
Subsidies used in different Service Industries 
(Number of WTO members) 
In
du
st
ry
 
Tourism 
Banking 
Telecom 
Other financial 
services 
Software, ICI 
and information 
processing 
Air transport 
Real estate 
No of Subsidy 
programmes 
Ta
x
 
In
ce
nt
iv
es
 
41(2) 
13(2) 
3(-) 
9(3) 
9(2) 
7(-) 
3(3) 
165(24) 
D
ire
ct
 
gr
an
ts
 
12(4) 
4(1) 
10(3) 
1(1) 
3(2) 
2(2) 
1(1) 
74(33) 
Pr
ef
er
en
tia
l 
cr
ed
it 
a
n
d 
ga
ur
an
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e
 
_J5@__ 
6(1) 
l(-) 
3(1) 
1(-) 
K-) 
K-) 
44(6) 
Eq
ui
ty
 
In
jec
tio
n
 
2(") 
9(1) 
2(-) 
10 
15(2) 
D
ut
y 
fre
e 
m
pu
ts
 
a
n
d 
fre
ez
ee
 
30(-) 
10(-) 
5(-) 
3(-) 
8(-) 
4(-) 
1(-) 
112(1) 
O
th
er
 
a
n
d 
u
n
sp
ec
ifi
ed
 
m
e
a
su
re
 
11(1) 
6(-) 
4(-) 
2(-) 
5(4) 
-
60(10) 
N
um
be
r 
of
 
W
TO
 
m
e
m
be
rs
 
c
o
u
n
tr
y 
th
e
 
EU
 
as
 
n
a
) 
63(6) 
33(4) _ 
18(3) 
13(2) 
15(2) 
14(4) 
5(3) 
Source-" The Shift Toward Services," World Investment Report, (2004)./UNCTAD,P.421 
3. Problems 
Services in most of the countries are regulated by 
government policies, which are mostly designed to restricted 
services from foreign competition through intangible barriers. 
These barriers other than tariff are generally of seven kinds such 
as fiscal measures, credit measures, marketing reservations, 
capital and labor restrictions, technical standards, 
administrative regulations and environmental considerations. 
These barriers have direct impact on trade in services. The 
barriers due to intangible nature make it difficult to quantify the 
exchange of concession. The mechanism of GATS though fosters 
the liberalization of market access but it fails to guide in, 
liberalization and how to assist it.9 
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Another major barr ier relating to t rade in services is the 
developing count r i es cons t ra in t s in p rocur ing information 
relat ing to t rade in services. The in terna t ional s tat is t ical repor ts 
divide services into four p a r t s and the las t p a r t of component 
cons is t s of "other services", which inc ludes a n u m b e r of services 
on which s ta t is t ics is not available. 
The s t ruc tu re of GATS h a s no t b rough t ou t s t anda rd 
classification for the res t r ic t ions applicable in t r ade in services. 
They a re different t e rmss applied with references to restr ict ions 
in t r ade in services. The contemporary GATS services sectoral 
classification list (W 120) does not permi t sufficient details of the 
p lane of services.1 0 
One of the major problems in GATS s t ruc tu re is the 
specific provisions for free movement of capi tal where as there is 
no s u c h provision regarding the movement of labour . 1 1 
It is revealed from the GATS commi tmen t tha t those 
services have got more m o m e n t u m in which the developed 
count r ies have the i r forte where a s sectors in which developing 
count r ies have potent ial to access have been left out . 1 2 
Most of the developing countr ies a re shor t of hand , while 
designing the service agenda a s well a s set t ing the pace of 
service negot ia t ions u n d e r the mult i - lateral t rad ing ambi t . Many 
developing count r ies research ins t i tu t ions a re below p a r in 
compar i son to developed countr ies in r e sea rch capaci ty tha t are 
supe rb . S u b - S a h a r a n African count r ies a n d the Car ibbean 
count r ies were never able to actively par t ic ipate only on account 
of poor r e sea rch capacity. 
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As per the developing countries, the most common barriers 
for the movement of natural persons are strict visa, nationality, 
residency and licensing requirement, lack of recognition of 
qualifications and the existence of wage comparison and 
economic needs test. There are also price-based restrictions, 
which include visa fees, exit and entry taxes, airport taxes and 
licensing fees. Other relevant barriers that act as stumbling 
block are lack of clarity relating to existence, implementation 
and application of policy guidelines relating to work permit. 
The GATS boosts of assisting the developing countries 
through its flexibility traits. But developing countries are short of 
pertinent information thereby fails to have futurist vision while 
designing service schedules. This creates a burdensome task for 
developing countries in including sectors of services that are to 
be liberalized and the set of limitations that are to be enforced. 
The actual bargaining processes between developing and 
developed economies do not permit the developing economies to 
take benefits of the flexibilities and provision of GATS. It has 
been witnessed that the developing countries face intensive 
pressure to open their cardinal service sectors. Though GATS 
permits member countries to add new limitation to horizontal 
and specific schedule. But after making initial commitment, it is 
next to impossible to add new limitation. One of the stumbling 
blocks in future research trade and investment in services is 
owning to the handicap of authentic and timely interpretable of 
service data. The current data that is widely used in all the trade 
in services, mainly intra-firm trade in services is not recorded. 
There is lack o( trade data on services at a more disaggregated 
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level, which are in consonance with value added and 
employment data. 
One of the major barriers under Mode 2 is lack of 
portability of health insurance. The US federal and state 
government reimbursement of medical expanses is limited to 
license and satisfied facilities. In EU countries also public 
insurance do not cover electric cover receive aboard. The lack of 
long-terms portability of health coverage for retirees from 
OECED countries is also one of the major trade barriers.13 
One of the main reasons that hamper the growth of 
construction services firms in India is the outdated legal 
framework governing the acquisition of land as outlined in the 
Urban land ceiling and Regulation Act 1976. Indian consumers 
fail to acquire complete information about the quality of services 
that they are acquiring. Consumers are unable to gauge the 
competency of service providers. There are no independent 
regulators for most professional services. 
The government has not instituted any Exports Promotion 
Council (EPCs) for different services like that of commodities. 
Further the problem occurs on account of fact that services do 
not fall under a single ministry or department. 
Due to lack of data, the trade negotiators face a number of 
handicaps. In India, RBI is the nodal body for collection of data 
in trade in services. But most of the India's committed services 
are under the head of miscellaneous services and the data on 
miscellaneous services do not reveal the detail of all the services 
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that have been committed by the India. There is lack of complete 
descriptions of the type of service provider sending remittances. 
Macro-economic policies like high tariff rates; large fiscal 
deficits, rigid labour regulations and restrictions on the entry of 
foreign service providers hamper the sheen of service sectors. 
The micro-echelon of Indian economy matches the deplorable 
revenue, excessive regulation, discretion in the allocation of 
licenses and permits, inordinate delay in legal procedures; 
corruption and dilapidated infrastructure are some of prominent 
traits of India's service sectors. 
Transfer pricing provision for BPO sector is another factor 
that is acting as stumbling block. The attribution faced by ITES 
industry ranges around 30-40 per cent work. The recent incident 
of data theft in Indian BPO has brought a lot of criticism round 
the world. Indian does not have a foolproof data protection law. 
The Information Technology Act 2000 and Indian Penal code are 
handicap in dealing with data security issues. 
Owing to the fact, that India interest pertains specially in 
Mode 3. Simultaneously most of the barriers due to the domestic 
policies that represent a stumbling block to foreign participation. 
Form of FDI (ceiling/prohibition, and type of foreign commercial 
presence/form of logical entity are the main market access 
restriction. In banking segment, FDI policy limits foreign 
participation of 74 per cent of equity and allow foreign bank to 
operate in India through branches. Similarly in the insurance 
sector, there is a 26 per cent foreign equity ceiling on entry in 
the insurance sector in the form of joint venture only. Similarly 
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in other sector related to financial services like in venture 
capital, mutual funds FDI restrictions act as the prime market 
entry barrier. 
Lack of competition has intensified the cost of 
intermsediation, lowered the efficiency of capital allocation, 
which have in turn led to under lending to private sector.14 
Foreign banks are not permitted to keep PSUs surplus fund. 
Foreign banks have to pay more tax (40 per cent) than that of 
domestic banks (35 per cent). Further the government provides 
guarantees, subsidies and bail out to the public sector financial 
institutions that are not provided to the foreign banks. India's 
financial service exports to face external constraints, which are 
in form of prudential regulations data protection requirement 
restriction in the form of economic need test. Under the banking 
sector, the Indian Banks have lot of problems owing to large 
government ownership, high non-performing assets (NPA). The 
Mchinsey report states that business productivity of retail 
banking is as low as 12 percent.15 
Piracy is one of main problems for Indian audio-visual and 
entertainment industry that impinges all the segment of industry 
from film production to music to live entertainment. The tourism 
faces a quite short tourist accommodation.16 
In India it is observed that there is dearth of independent 
regulators for most of the professional services. There is non-
uniformity of standard in professional, educational, and financial 
and health services, which make a barrier in obtaining foreign 
recognition.17 
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It has been witnessed that in India the economic policies 
have high tariff rates, large fiscal deficits, rigid labour regulation 
and restriction on entry of foreign service provide along it at 
micro economic level it is noticeable that there is excessive 
regulation, discrimination in allocation of licensing and permit, 
burdensome bureaucratic and legal procedure, corruption and 
poor quality of infrastructure also act as impediment in the 
growth of service sector.18 
India though has introduced reforms substantially but it is 
felt that it has been brought out in impromptu way rather than 
in a coherent way. The less reforms sectors are characterized by 
domestic firm that run in a fragile regulatory and outdated 
environment and thereby unable to face the global competition.19 
There are numbers of problems that foreign services 
providers face in India. Under the banking services the foreign 
banks are permitted to run as licensed branches or subsidiaries. 
There are restrictions for the foreign banks in terms of limited 
numbers of annual branch licenses, and an obligation to provide 
loan to priority sectors. Further the voting rights of share holders 
are permitted a paltry share of 10 per cent.20 
The World Bank's recent report, titled "Doing Business in 
2005" is a well-acknowledged report having consent of world 
bigwigs. Taking this report in view, Indian economy still needs a 
lot to do at ground level. Table 8. reveals that India is miles away 
at the micro level and indicates as if only changes have arrived 
at macro level and the position of lower level is still of pre 
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liberalize era (Pre-1991). The worst condition is on credit 
information index where India has a score of zero. 
Table 8.2 
Doing Business in 2005: Removing Obstacles to Growth 
Parameters 
Resolve 
Bankruptcies(Y)* 
Recovery (% on 
Dollar) 
Commercial 
contract (P/D)** 
Credit 
information 
Index 
Transfer a 
property P/D)** 
India 
10 
12 
(40/425) 
0 
(6/67) 
South Asia 
5.2 
66 
(29/375) 
1.7 
(5/55) 
China 
2.5 
66 
(25/241) 
3 
(3/32) 
ECD 
2 
666 
(19/229) 
5 
(4/34) 
Source: World Development Report 2005, World Bank 
Another report having the acceptance of world's think-tank 
is the Globalization Index (2004) of management consultant AT 
Kearney in which India ranked 61 among the 62 countries 
surveyed 
The non-merit subsidies amount to 10.7 per cent of GDP or 
20600 crores.21 Accountability and transparency are also the 
areas where the condition is quite glooming, as per the 
Transparency International (India), nearly 27000 is wasted due 
to corruption.22 Adulteration is also rampant and should be 
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checked by concerned authority. These are few of many areas, 
which need lot of reforms in the immediate future to optimally 
exploit the benefits of globalization beyond 2005. 
4. Prospects 
GATS lend a hand to developing countries through 
facilitating them contact points of developed countries. Contact 
points of developed countries add up in making developing 
countries abreast of all the contemporary laws and regulations 
related to market access and discriminatory restrictions for all 
service sectors. GATS through its Article XIX look up to the 
venerable and fragile fabric of developing economies. Thereby 
providing the developing economies the liberty to open their 
selected sector, liberalize fewer types of transactions include 
termss and conditions. GATS through this article make it certain 
that the developing countries are provided the rights in designing 
indigenous service polices encompassing subsides and 
employment requirements. Another advantage for service 
exportsers of developing county member is easy abreast on 
country domestic regulation and other prevailing barrier in other 
market. 
Liberalization of trade in service under GATS umbrella 
shall foster the escalation of foreign direct investment and go a 
long way in decreasing incomes disparities of developing 
countries. Through GATS, developing countries have an 
opportunity to fetch technology and know-how from developed 
country. 
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Another opportunity that emerges through GATS for 
developing country in terms of efficiency gains firm the increase 
pace of competition in their domestic markets with the advent of 
foreign supplier in the sector like telecommunication financial 
services will bring fruit to not only general public but also 
manufacturing firm. 
GATS opportunities will be thrown open in terms of better 
and more job prospects, increased income, broader consumer 
choice. Producer and Infrastructural services like 
telecommunication, banking, insurance and transport are vital 
ingredient for all the sectors of economy. GATS communities 
shall stimulate the competitiveness of these services. 
The positive list approach facilitates the member country to 
opt the sectors and supply modes to be covered in their 
commitment. Each member has the liberty to lay down the 
termss and conditions for specific commitment on market access 
and national treatment.23 GATS provide numbers the flexibility to 
levy conditions, qualifications and standards for market access 
and national treatment in specific sectors. 
The mechanisms of GATS foster the credibility of policy at 
home and assist to lock-in the access to market abroad through 
binding commitments. GATS ward off the discrimination between 
trading partners through effective application of most favored 
nation (MFN) principle. 
Under the Mode 3 of GATS, the developing economies can 
avail physical capital, human capital and technology-factors, 
which are instrumental in assisting the development agenda of 
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developing countries. Influx of foreign capital assists on lowering 
the balance of payments constraint on growth and allows lower 
real interest rates. Latest technology and modern management 
techniques though mode 3 shall assist indigenous firms in 
producing new product. 
Article IV of GATS acknowledges the top sided development 
between the developed and developing countries in context of 
services sector. The mechanism of GATS makes it certain that 
the developed countries assist the developing countries in 
assisting market landscape for their product. 
Dee and Hanslow (1999) brought out that through 
eliminating all post Uruguay Round trade barrier. World as 
whole shall be richer by more than US$260 billion annually. The 
lion share of US$130 is stated toward the service sector. 
It is expected that in years to come the outsourcing shall 
increase very rapidly. Table 8.3 reveals that the outsourcing 
shall increase in future. Numbers of services areas where the 
outsourcing shall increase is given in the table. 
Table 8.3 
The Global Trends in Outsourcing 
Number of US Jobs M 
S.NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
Job Category 
Management 
Business 
Computer 
Architecture 
Life Science 
Legal 
Art, Design 
Sales 
Office 
2000 
0 
10,787 
27,171 
3,498 
0 
1,793 
818 
4,619 
53,987 
Mode 1 Opportunities 
[oving Offshore 
2005 
37,477 
61252 
108,991 
32,302 
3,677 
14,220 
5576 
29,064 
295034 
2010 
117,835 
161,722 
276,954 
83,237 
14,478 
34,673 
13,846 
97,321 
791,034 
2015 
88,281 
48028 
72,632 
84,347 
36,770 
74,642 
29,639 
26,564 
1,659,310 
Source : US Development of Labor and Forester Research, Inc. 
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Table 8.4 provides a view on the growing opportunities in 
Knowledge Process outsourcing (KPO). It is noticeable through 
the table that KPO services in the form of basic data, Market 
research and animation shall grow at nearly the rate of 50 per 
cent in terms of Compound Annual Growth Rate .India has 
tremendous potential to fetch these opportunities toward herself. 
Table 8.4. 
Market Potential for Emerging (KPO) Services 
Services 
Basic data search, 
integration and 
management 
Market research, 
competitive intelligence 
Engineering Design 
Animation and Simulation 
Medical Content and 
Services 
Biotech and 
Pharmaceuticals 
Total 
2003 
(Billion dollars) 
0.3 
0.02 
0.4 
0.1 
NA 
02.8 
1.2 
2010 
(Billion dollars) 
5 
0.4 
2 
1.4 
0.3 
3 
15.5 
CAGR 
(%) 
50 
54 
29 
46 
NA 
40 
43.5 
Source : The Economic Times, New Delhi, 8 April, 2005 p. 16 
Under the GATS ambit, India can enhance the exports of 
health services by becoming a palatable hub through attracting 
foreign patients to domestic hospitals and doctors. Health 
treatment is quite low in comparison to developed countries. The 
cost of coronary bypass surgery could be as low as Rs. 70,000 to 
1,00,000 in India, about 5 per cent of the cost in developed 
countries.24 Similarly, the cost of liver transplant is one-tenth of 
that in the United States. GATS facilitates access to markets 
abroad, also provides proper pathway for domestic reforms. 
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Indian exporters get opportunity to draw attention towards 
regulatory barriers in foreign markets that the form of burdens 
some licensing and qualification requirement for professionals. 
Under the GATS arena, countries are permitted to embrace 
full commitments on market access and national treatment and 
are allowed to design permissible domestic objectives. Thereby 
India has opportunities to disallow all those countries that fails 
to meet her regulatory standards.2 5 
Through the liberalization of services, the developing 
countries are sanguinely expected to succeed the industrial 
countries. According to an study, gain in welfare (as a 
percentage of GDP) were 1.2 per cent for United State and Japan 
and 1.0 percent for the EU.The gain for other countries are 
South Asia (3.0 per cent) Asean (2.9 per cent), new 
industrializing economies (2.5 per cent) and for India (1.4 per 
cent.26 
UNCTAD estimates that India can gain as much as US$40 
US$ 60 billion per year in exportss from the global outsourcing 
boom, with the ITES/BPO total market expecting to proliferate 
from US$774 billion to US$1049 billion between 2002-
06.Another UNCTAD's estimate reveals that in Mode 4, India can 
capture a lion share of US$50 billion in exportss of services from 
a mere 3 per cent increase in quote of temporary workers by the 
developed countries of the organization for Economic 
Cooperation and Development. 
By reducing and eventually eliminating all forms of trade 
barriers, the emerging framework under the WTO is likely to 
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increase the pace of world trade in coming years. Greater 
opportunity for domestic producers, special for new technology 
and production capabilities, economies of state are becoming 
increasingly important in reducing costs and prices. 
GATS shall simulate competition in services like 
telecommunication, banking insurance and transport. GATS 
shall assist the developing countries through assisting in making 
their exporters and producers access to world-class providesr.27 
The vision 2020 identifies a number of high employments 
potential service sectors into tourism, housing and construction, 
IT and IT enabled services, transport and communications, 
education, health and financial services. With development of 
India's tourism infrastructure combined improvement in air 
transport, hotel rates and tax policies could generate an 
additional 25 million employment opportunities in this sector.28-
Outsourcing of services by OECD countries will fuel a rapid 
expansion of IT and IT enabled services, generating millions of 
jobs within the country. 
Table 8.5 throws light on outsourcing trends in 2008. It is 
discernible that India shall gain maximum from customer care 
amounting to US$ 8.0-8.5.Next in line are HR and Payment 
services where earning shall be approximately be US$ 3.5-4.0 
and US$ 3.0-3.7. The WTO commitments shall assist India that 
theses opportunities are not lost through the protectionist move 
of developed countries. 
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Table: 8.5 
Outsourcing Trends in India 
Service Line 
HR 
Customer Care 
Payment Services 
Content Development 
Administration 
Finance 
Estimate Share in 2008 (US$ 
Billion) 
3.5-4.0 
8.0-8.5 
3.0-3.5 
2.5-3.0 
1.5-2.0 
2.5-3.0 
Source:www. bpo.org 
India shall transit into a predominantly service economy by 
2020. The NASSCOM-McKinsey study in 1999 projected creation 
of US$ 70 billion IT industry, employing more than two million 
persons within 10 years. The worldwide market for IT services is 
expected to exceed $900 billion by 2010.29 
Demand for health services is increasing worldwide. 
Already nurses and medical technicians are in short supply. 
Physicians, nurses, medical technicians and other scientific 
occupations will become growth industries for India. 
Demographic trends in OECD countries will create acute 
labour shortage, opening up unprecedented opportunities for 
developing countries like India to provide manpower and 
outsourcing services. A UN Study released in March 2000 
projects that 15 nation E.U. would have to accept 150 million 
new immigrants over the next 25 years for maintaining present 
level of working populattion.30 
The world bank estimates that India will possess the fourth 
largest economy in the world by 2020.The emerging global 
scenario will open up greater opportunities.31 For countries with 
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a surplus of well-educated highly skilled labor. India's recent 
boom in outsourcing of IT services further facilitated by declining 
cost of International communication and transportation, 
exportss of highly educated and highly skilled individuals will 
also enhanced. Exports of highly educated and highly skilled 
individuals will also increase, significant migration of scientific, 
engineering and medical talent is likely to enhance. 
India already commands an impressive 18.5 percent share 
in the global market for customized software and Indian software 
Industry is the fastest growing in the world A NASSCOM-
Mckinsey report estimated that by 2008, the global market for IT 
enabled services, alone will exceed US$1000 billion and that 
India's exports of IT service will exceed US$ 50 billion alone.32 
India has current potential endowments of both 
professionals and less skilled service providers. An study has 
estimated that an increase in developed countries quotas on the 
inward movement of both skilled and unskilled temporary 
workers equivalent to 3 per cent of their work forces would 
generate an increase in world welfare of over US$150 billion a 
year. Both developed and developing countries would share in 
these gains, and dividend shall be more substantial, provided 
that both high skilled mobility and low skilled mobility are 
signaled green.33 
According to Nasscom, BPO is growing at a ratio of 60 to 
70 per cent per annum. Mckinsey project that by 2008, the BPO 
industry shall generate a turnover of Rs. 57 billion. Nasscom-
Mckinsey report states that if India is able to occupy 1/6 of the 
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total outsourcing market, it will materialize into 5,40,000 jobs by 
2010 with a revenue of $24.67 billion. Another 
Nasscom_Mckinsey study states that India's IT industry will earn 
US $77 billion by 2008; provide employment to four million 
people and account for 7 per cent of India's GDP and 30 per cent 
of India's foreign exchange inflowss.34 
Under the media and entertainment services, In 2003-04, 
under Indian film industry, 5 films crossed the 2 million US $ . 
At the domestic echelon, 16 films grossed more than Rs. 10 
crores ($2.1 million) with the growth rate of 20 percent in 2004, 
it is expected that this rate will continue till 2007. 
Under the Music industry, The FICCI-E&E and y reveal 
that music industry is expected to grow to Rs. 1217 crores ($270 
million) by 2008. In US, nightclubs have started tapping to 
Indian music. 
Study conducted by CII reveals that around 150,000 
patients came to India for treatment in 2003-04. The major 
chunk came of SAARC, Middle East and Africa. Patients have 
started coming from UK and US out of every ten patients treated 
at Apollo hospital is form abroad. This sector registers an annual 
growth rate of 30 per cent. The health care industry provide 
employment over four million people, making it one of the largest 
service sectors in the economy. It is expected that at the current 
pace of growth, health tourism can earn over US $ 2-billion 
revenue by 2012. Health care spending in the country will 
double over the next 10 years. Private health care will form a 
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major chunk of this spending, rising firm Rs. 690 billion ($14.86) 
to Rs. 1,560 billion ($33.6 billion) in 2012. It is sanguinely 
expected that this statistics would enhance by an additional Rs. 
390 billion ($8.4 billion) if health insurance cover envelops the 
rich and the middle class. With the booming in pharmaceutical 
markets, it is expected that total health care market could 
enhance from US$22.2 billion currently 5.2 per cent of GDP to 
US$50 billion by 2012. 
According to study by Price Water have copper titled 
"Global Entertainment and Media outlook 2004-08, the Indian 
newspaper market will increase from US$1869 million in 2004 to 
$2,404 million in 2008 at a CAGR of 6.9 per cent. 
The stupendous performance of Indian services sector at 
the echelon of international trade has played a prime rate in 
increasing the ratio of external trade in goods and services to 
GDP from 31.3 percent in 2003-04 to 41.5 percent in 2004-05. 
According to IBEF study (2005), if the current growth rate of 
service that is 56.3 percent countries for number of year, then by 
the beginning of 2007, service sector shall supercede 
merchandise goods in terms exports. According to IMF study 
(2003) if the service growth sustains the current rate then by 
2010, the share of services would increase to 58 percent. 
Through WTO, India can have guarantee that her labor exports 
gets maximum leverage. Disputes settlement machinery of WTO 
shall help in reducing the uncertainty relating to exports of labor 
services thereby increase the India's exports earning as well as 
help in reducing poverty. Under Mode 1 where outsourcing has 
witnessed, increase in the developing countries mainly India and 
304 
Issues, Problems and Prospects for Service Sector : An Indian Perspective 
Malaysia. It is found that a number of benefits in terms of more 
employment creation better wage rates increase in joint ventures 
and local subsidies have made a spill over in terms of improving 
of skill and technologies. 
Banking & financial services and United States are 
reported to benefit by about US$ 8 billion during the period 
2001-03 in India.37 It is expected that India shall gain US$ 50 
billion per year as exports of services from a mere 3 per cent 
increase in quota of temporary workers by the developed 
countries of the Organization for Economic Cooperation and 
Development (OECD) under Mode 4 in the WTO negotiations. It 
is expected that India can gain as much as US$ 40 to 60 billion 
annually in exports from the global outsourcing boom i.e., Mode 
1 which covers business process outsourcing. India has 
opportunity to expand their services exports in skilled knowledge 
-based in number of communication and computer services. 
India have edge in number of services like computer services 
including software programming, database management, online 
support services, professional services including low cost 
architecture, consulting engineering, legal research and markets 
research services.38 
5. Conclusion 
The present chapter dealt into the issues, problems and 
opportunities in services, mainly in relation to India. It is 
observed that the GATS ambit includes some agreements that 
need to be made clearer in nature, so that the developing 
countries may be able to march along with the developed 
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coun t r i e s a t t he global level. In t e r m s of p rob lems , relating to 
India, India needs to m a k e a holistic a n d synergetic approach 
into the p lagued a r ea s a t the micro level entai l ing detoxification 
a n d filling t h e gaps of sys tem, p rocess a n d infras t rure . The 
chap te r h a d also b rough t ou t the oppor tuni t ies t h a t are 
emerging in t he services sectors . The m e c h a n i s m of GATS is 
expected to provide the m u c h needed a s s i s t ance to t he India's 
services sector . To excel a t the GATS, India n e e d s to have a set of 
s t ra tegies in order to leverage her posi t ion in in ternat ional 
services. The next chapter which is the epilogue of th i s research 
work br ings out findings of s tudy along with a s t rategies tha t 
shou ld be embraced by the Indian negot iators a t the var ious fora 
of WTO. 
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"Doing bus iness in 2005" is well recognized report of World 
Bank which indicate the business ambience of global world. Taking 
this report into consideration it is revealed that India is on very 
poor scale in comparison to South Asia, China and OECD. India 
scores 0 on the scale of Credit Information Index. In India to sign a 
commercial contract it takes forty procedures and 425 days which 
is the most worst among the reporting countries. In India, to 
transfer a property, it take 67 days which is also very dismal in 
nature. The World Bank's recent report, titled "Doing Business in 
2005" is a well-acknowledged report having consent of world 
bigwigs. Taking this report in view, Indian economy still needs a lot 
to do at ground level. Table 8. reveals that India is miles away at 
the micro level and indicates as if only changes have arrived at 
macro level and the position of lower level is still of pre liberalize 
era (Pre-1991). The worst condition is on credit information index 
where India has a score of zero. 
Table 8.2 
Doing Business in 2005: Removing Obstacles to Growth 
Parameters 
Resolve 
Bankruptcies(Y)* 
Recovery (% on 
Dollar) 
Commercial contract 
(P/D)** 
Credit information 
Index 
Transfer a property 
P/D)** 
India 
10 
12 
(40/425) 
0 
(6/67) 
South Asia 
5.2 
66 
(29/375) 
1.7 
1 (5/55) 
China 
2~5 
66 
(25/241) 
3 
(3/32) 
ECD 
2 
666 
(19/229) 
5 
(4/34) 
Source: World Development Report 2 0 0 5 , World Bank 
3ex9~/ 
It is sanguinely expected that in future the outsourcing business 
shall witness much escalation. Table 8.3 brings forth that the outsourcing 
activities are bound to proliferate in future. Management, business, 
computer, Architecture, Life Science, legal, Art, Design and Sale are some 
of the many services which will enhance. 
Table 8.3 
The Global Trends in Outsourcing Mode 1 Opportunities 
Number of USJobs Moving Offshore 
S.NO. Job Category 
Management 
Business 
Computer 
Architecture 
Life Science 
Legal 
Art, Design 
Sales 
Office 
2000 
If 
10,787 
27,171 
3,498 
1,>93 
818 
4,519 
53,987 
2005 
37,477 
61252 
108,991 
32,302 
3,677 
14,220 
5576 
29,064 
295034 
2010 
117,835 
161,722 
276,954 
83,237 
14,478 
34,673 
13,846 
97,321 
791,034 
2015 
88,281 
48028 
72,632 
84,347 
36,770 
74,642 
29,639 
26,564 
1,659,310 
Source : US Development of Labor and Forester Research, inc. 
Knowledge Process Outsourcing (KPO) is the latest dimension of 
business process outsourcing. KPO is basically concerned with 
outsourcing of highly skilled task through the information technology. In 
the near future it is expected that this sector shall witness considerable 
boom. Table 8.4 shows the future trend of growing opportunities in 
- Knowledge Process outsourcing (KPO) in 2010. It is noticeable through the 
table that KPO services in the form of basic data, Market research and 
animation shall grow at nearly the rate of 50 per cent in terms of 
Compound Annual Growth Rate. India has tremendous potential to fetch 
these opportunities toward itself. 
3e>8-«/ 
Table 8.4. 
Market Potential for Emerging (KPO) Services 
Services 
Basic data search, 
integration and 
management 
Market research, 
competitive intelligence 
Engineering Design 
Animation and Simulation 
Medical Content and 
Services 
Biotech and 
Pharmaceuticals 
Total 
2003 
(Billion dollars) 
0.3 
0.02 
0.4 
0.1 
NA 
02.8 
12 
2010 
(Billion dollars) 
5 
0.4 
2 
1.4 
0.3 
3 
15.5 
CAGR 
(%) 
50 
54 
29 
46 
NA 
40 
43.5 
Source The Economic Times, New Delhi, 8 April, 2005 p 16 
Of late, it is witnessed that outsourcing activities have 
increased. Keeping into consideration the current pace of 
outsourcing business , it is expected that outsourcing trend shall be 
more in days to come. Table 8.5 corroborates statistics on the 
outsourcing t rends in 2008. The majors service line are HR, 
Customer Care, Payment Services, Content Development, 
Administration and Finance. It is expected that India shall fetch the 
major amount from the customer care amounting to US$ 8.0-8.5. 
Next in line are HR and payment services where the revenue 
earning are expected to US$ 3.5-4.0 and US$ 3.0-3.7. India need to 
lock in these opportunities through WTO commitment which 
otherwise shall be lost through the protectionist move of the 
developed countries. Table 8.5 throws light on outsourcing trends 
in 2008. It is discernible that India shall gain maximum from 
customer care amount ing to US$ 8.0-8.5.Next in line are HR and 
Payment services where earning shall be approximately be US$ 3.5-
^o«3-t(! 
4.0 and US$ 3.0-3.7. The WTO commitments shall assis t India that 
theses opportunities are not lost through the protectionist move of 
developed countries. 
Table: 8.5 
Outsourcing Trends in India 
Service Line 
HR 
Customer Care 
Payment Services 
Content Development 
Administration 
Finance 
Estimate Share in 2 0 0 8 (US$ 
Billion) 
3.5-4.0 
8.0-8.5 
3.0-3.5 
2.5-3.0 
1.5-2.0 
2.5-3.0 
Source www bpo org 
l*«-tv 
Chapter 9 
Findings and Concluding Observations 
1. Findings of the Study 
2. Negotiating Strategies and Domestic Reforms 
3. Direction for Future Research 
1. Finding of the Study 
The fag end of the eighties decades and more forcefully in 
the early part of the ninety, the trade in services got 
acknowledgement at the plane of international trade and 
investment. It was noticeable that more than the change in the 
pattern of merchandise, the change in services was witnessed. 
The services in vogue covers a lot of areas and activities .The rise 
of trade in services got injected on account of rapid 
transformation and development in IT and telecommunications. 
With the advent of liberalization, services have shifted from being 
a part of cost to revenue generators. Due to the betterment and 
extension of transportation, the pace in services got more 
stimulated. Thus in the new millennium, the success of nations 
hinges on the trade in services. The main reasons attributed for 
the increase in trade in services are the high -income elasticity of 
demand for final product services, structural changes, and 
betterment in technology. 
It has been witnessed that India's services grew at an 
average annual rate of 9 per cent, thereby contributing to nearly 
60 per cent of overall growth rate of economy along with it, 
India's export of services was one of the fastest in the world with 
growth rate of over 17 percent per annum. India's services 
exports doubled from US $24.9 billion in 2003-04 to US $51.3 
billion in 2004-05 manifesting the prowess of the service sector. 
It was observed that the growth of export of India's services 
sector was 23.2 per cent in comparison to the world average of 
services exports being only 3.7 per cent. This growth rate was 
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due to growth in IT, BPO, telecommunication and other services. 
India today accounts for 1.4 per cent of global exports in services 
as compared to 0.7 per cent in goods. India manifests a strong 
Revealed Comparative Advantage (RCA) between 1996 to 2000. 
The RCA index for services witnessed an increase by 74 per cent 
whereas the RCA index for goods observed a decline by 15 per 
cent. The RCA of "other business services" witnessed increase by 
327 per cent during 1996-2000. 
India's services increased due to high-income elasticity of 
demand, cost reducing and variety enhancing technology 
development, increased outsourcing, more access to external 
market along with reforms and deregulation. Liberalized services 
like FDI, telecommunication witnessed more growth, spawned 
more employment opportunities whereas those sectors, which 
were closed fail to match the same performance. Those services, 
which were substantially opened, witnessed an increase in 
productivity. Telecommunication, information technology 
including software services experience productivity as high as 50 
per cent to that of American Services Companies. Among the 
India's entire services sector, the segment of miscellaneous 
services were the prime propeller of exports. 
In quest to make India a protagonist in the realm of global 
realm, the Indian government has strived with comprehensive 
strategies. The government among other things has initiated the 
removals of controls and bringing an ambience of trust and 
transparency in economy. In drive to the develop India as a 
global hub for service, Government has permitted trade to 
receive payment in free foreign exchange In ail 161 tradable 
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services of GATS. India is already among the top 20 exporters of 
trade in services and among the top 5 in the developing 
countries. Under the WTO ambit, it is observed that India share 
increase from 34 t h in 1995 to 22 t h in 2004.The share of services 
in the total exports is over 30 per cent. India's share in world's 
commercial services exports is 1.5 per cent in 2004, which is 
double to the share of goods trade. India has carved out niche 
for herself in export of knowledge-based services. Service 
exporters are to be registered themselves with Federation of 
Indian Exporters Organization (FIEO). The government of Indian 
has vowed to set up Export Promotion Council for services in a 
drive to provide proper guidance and encouragement to the 
Indian service sector. The function of service export promotion 
council aim at targeting opportunities for Indian services to 
assist in brand building and marketing programmes, make 
necessary intervention with regard to policies, procedure and 
bilateral/multilateral issues in co-ordination with recognized 
nodal bodies of the service industry. 
The Indian government also aims to bring in the galore 
multitude of home-based professionals into the services export 
areas. Under this backdrop, the government aims to foster the 
institution of common facility centers for use by home-based 
service providers, mainly in areas like engineering and 
architectural design, Multi-media operations, and software 
developers. 
"Served from India" is another brainchild of the 
government of India in order to accelerate the pace of growth in 
export of services. All the service providers who have a total 
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foreign exchange earning of at least Rs. 10 lakhs (for individuals 
service provider, the criteria is Rs. 5 lakhs) in the proceeding or 
current financial year shall be eligible to qualify for a duly credit 
entitlement. 
Under the WTO ambit, India is signatory to GATS, where 
there are four modes of services supply. GATS consists of a) 
frame work of general rules and discipline, Annexes addressing 
special condition relating to individual sectors and liberalization 
commitment specific to service sectors and sub sectors listed in 
each country's schedules. GATS covers 12 sectors .Under GATS, 
exception to MFN principle was provided in order to maintain the 
preferential treatment they extend to some countries in service 
sector under regional cooperation or other arrangement. 
Negotiations on services under GATS is an open-ended 
negotiation seeking commitments from the member states for 
sector specific liberalization rather than across the board 
liberalization followed in most other groups. Another interesting 
aspect of service negotiations is that most of the negotiations on 
services have shaped after WTO came into force, thereby offering 
sufficient period to the members to negotiate on the cross-
cutting issues over a reasonable period of time on the one hand, 
and allowing much flexibility in national commitments based on 
national providers on the other. With the development of 
information technology, there has been an increase in cross 
border trade Under the Uruguay Round, very limited 
liberalization took place. Countries did not bind their 
autonomous regime. Countries did not made commitment under 
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Mode 1 on account of technical infeasibility. Under the Mode 4 
too, virtually very meager commitment took place 
Among the all Modes of service supply, Mode 1 (cross-
border supply) and Mode 4 (Presence of Natural Person) are the 
cardinal Modes reflecting India's comparative advantage. India's 
forte in Mode 1 is an account of principal supplier of IT services 
along with increased growth of exports of Business Process 
outsourcing (BPO) services. India's stock of natural person 
includes both professional and semi-skilled providers. 
India has made request to all major developed countries 
and developing countries in sectors such as architectural, audio-
visual, computer and related services, tourism and travel related 
services, health and maritime transport services across various 
modes with focus on Mode 4. India has received request in 
services like telecommunications, energy environment, financial, 
education, tourism, travel, computer related services, business 
services, distribution, accountancy, and architecture. Countries 
have made horizontal request to India on Mode 3 and Mode 4 
pertaining to transparency in domestic regulation, 
administrative procedures, clarification of criteria, definitional 
issue etc. On the other hand, India has made for full 
commitments under the Modes 1, 2, and 3. Horizontal request 
on Mode 4 on broadening the scope and coverage to include 
more categories of high skilled services providers, elimination of 
ENTs, transparency in visa and administrative procedure and 
extension of duration of stay for intracorporate transferees. The 
remittance from Mode 4 is more than exports from textiles and 
garments. 
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India has made commitment in the Mode 3 in number of 
services. Under Mode 3, India has permitted 51 per cent of FDI 
inflow. The study made an endeavour to gauge India's services in 
respect to employment and exports with the inflow of FDI. 
India's services in respect to employment and export were 
gauged with the inflow of FDI in those sectors in which India has 
made commitment under WTO ambit. Though it appears that 
the export of India's service sector have increased due to the 
better ambience provided by the GATS. India's exports of 
services have increased substantially and have improved her 
rank in world. But the testing of hypothesis showed that the 
commitments made in Mode 3 which in turn bring in FDI have 
failed to show any relation any positive relation between the 
increase in FDI with that of employment and export of services 
where commitments have made. Thus it can perceive that the 
growth of services in term of employment and export has been 
due to reasons other than the entry into the GATS arena. The 
other reasons, which have forcefully increased the growth of 
export and employment, have been the incentive provided by the 
government in form tax holidays, establishment of EPZ and 
EOUs. Along with these, the structural reforms and the 
technological revolution were the main ingredients in increasing 
the employment and export of service sector. 
Services are the foremost source of employment and 
entrepreneurship. Service promises to accomplish Millennium 
Development Goals (MDG). With the services getting the 
maximum lever in Indian economy, it is of paramount 
significance for India that the country gets involved fully in the 
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ongoing GATS negotiations so as to fulfill the target of 
Millennium Development Goals as well as the growth in economy 
extrapolated by the Goldman Sachs study titled" Dreaming with 
BRICs: The path to 2050" The following paragraph makes a 
attempt to chalk out a set of strategies for the developing 
countries, specially in perspective of India. 
2. Negotiating Strategy and Domestic Reforms 
The unilateral liberalization of services gets a lot of boosts 
through the multilateral regime. The governments of the 
developing countries get opportunities to get market access in 
foreign countries. The multilateral mechanism assists to lock in 
the unilateral reforms thereby limiting the possibility of back 
sliding by other governments in future. 
Under the GATS ongoing negotiations, the requests-and-
offers approach should be pushed by a formula or model 
approach in Mode 1 and Mode 4.The formula or model approach 
model shall assist India in reducing her costs of negotiations. 
The multilaterally applied formula shall assist India in ensuring 
credit to unilateral openness. A single window clearance system, 
developing more transparent inspection, designing electronic 
systems, flexible labour market more efficient legal system.. 
International research organization and government 
agencies are best placed to collect information and knowledge 
regarding different service barriers. GATS mechanism should 
provide the privilege for foreign consumers to object 
anticompetitive practices by service firms in the national court of 
firm's country. The GATS should enhance the developing country 
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participation in designing of International regulations and 
standards 
While to be under the banner of liberalization of the GATS 
ambit, India should lay the institutional foundation for reforms, 
chalk-out appropriate strategy that shall augment better 
dividend, whilst lessening the adjustment costs. In case of those 
public services, that have the potentials to garner foreign 
exchange in case of liberalization, the ground for opening of 
service sector should be chalked out. 
Council of trade in services should make full assessment of 
impact of opening of services on various sects of developing 
countries. It should be overseen that the countries avoid creating 
"race to the bottom" in their quest too attract investment. 
Council for Trade in services should make it certain that 
the developing countries are able to engage in service 
negotiations. Support should be facilitated to developing 
countries in opting for the sectors and sub-sectors along with 
the suitable modes. 
Developing countries should frame strategy for fetching 
better market access for semi-skilled and un-skilled workers. 
GATS should constitute concrete measure to improve the 
commitment made under Mode 4. The current imbalance 
between the commitments made on Mode 4 and Mode 3 should 
be reduced. The barriers framed by developed countries under 
Mode 4 which include immigration, visa requirements and 
economic need test should be peter out. GATS mechanism 
should provide the flexibility to the developing countries to opt 
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for new regulations and policies that become indispensable on 
account of changing circumstances. Better coverage of service 
statistics is entailed. Developing countries shall be able to excel 
in those services in which they have prowess. 
The WTO should strive to upgrade the research capacity of 
developing countries relating to service sector of developing 
countries. Assistance though workshops, seminars, technical 
missions, briefing sessions and documentation should be 
facilitated to developing countries so as to none them in their 
designing of service agenda. 
Under Mode 4, an attempt should be made by the 
developing countries including least developing countries to 
bring Model approach in enhancing the movement of natural 
person. Through this mechanism, it is expected that the 
developing countries, which have an edge in movement of 
natural person, shall able to bring in more. A special visa in form 
of GATS visa should be introduced so as to streamline the hassle 
that is faced at Airport authorities. 
The WTO should provide technical assistance relating to 
services to developing countries. It should help the developing 
countries to build up their service trade more. Country level 
experience relating to services is to be circulated among the WTO 
members ' countries. The WTO should pick out the key 
constraints to a country's service exports. A Global service fund 
should be constituted for enhancing the technical assistance of 
developing countries. Developing countries' supply side in 
services should be enhanced. It is of paramount significance that 
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movement of natural person should be given same consideration 
that has been given to movement of capital. The commitment of 
service should observe the special provision relating to 
developing countries and ensure that those services in which the 
developing countries are able to excel should be promoted 
Under the generalized system of Reference (GSP), the 
developing countries are facilitated with a non-reciprocal tariff 
conversion by developed countries with a view to pace their 
industrialization. In same fashion, a mechanism of preference 
should be brought out to make preferential market access 
meaningful, thereby permitting developing countries in global 
services. 
There is prospect for increasing the pace of liberalization 
through the forcing of more stringent role on the nature of 
limitations on market access and national treatment. Ministry of 
international trade in services acting as a omnipotent agency 
should coordinate the decisions of all issues related to trade in 
services .The ministry should involve the creation of research 
capacity. Reforms in service sector in developing countries calls 
for training of policy markers. The WTO in coordination with the 
IMF and the World Bank should provide several training course 
of this kind. Designing national, regional and local institutions 
enable developing countries. Major domestic institutional 
reforms and investment in physical and social infrastructure is 
entailed for developing countries to exploits the emerging 
opportunities thrown open by the WTO. 
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Under the GATS negotiations, India needs to pick out the 
sector where the country can make commitments on market 
access. Simultaneously, the country needs to broaden 
negotiations on other modes too. The opening up of India's 
service under the WTO ambit shall assist in increasing 
employment, more pouring of FDI. World-class services are 
available through Mode 3 that decreases import demand for 
service input. 
The government should form a group encompassing the 
representation of the ministry of commerce, RBI and The Central 
Statistical Organization to materialse a mechanism for collection 
of data pertaining to detailed break up of export of India services 
India should negotiate for automatic recognition of India's 
professional degree in all the developed countries. 
The government of India should carve out a promotional 
policy for fostering other business services. The government 
should create inventorying of professional. Incentive should be 
provided for improving the quality, improving critical high-end 
skills and increasing the local marketing network. Markets 
survey of Industries and marketing and advertising opportunities 
including mapping of global market should be made. The 
government should provide incentives to build up domestic 
learning organizations and create opportunities for global 
exposure business services should be provided state-of-the-art IT 
network facilities. The ministries should invite foreign companies 
for enhancing professional standard, training, transfer of skills, 
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technologies and exchange of information and opening of joint 
offices in foreign land. 
Along with improving the professional courses, languages 
skills have a lot of importance thereby training in foreign 
languages should be provided to the professionals, a code of 
ethics should be designed in order to ensure the credibly of 
professionals for enhancing the export of software services a 
state-of-the-art telecommunication network with continuous 
technology up gradation shall facilitate in the trade in computer 
software and services. Arrangement should be made for 
continuous up gradation of technology by the firms and steps 
are needed to expand global network. 
India has to make aggressive marketing in order to 
promote her tourism Industry, proper law and order is needed so 
at tourists do not feel any harassment in public places. India 
should invest in new areas like eco-tourism, adventurous 
tourism and related areas. 
Under the telecommunication services India has a lot of 
opportunity through exporting wide range of services. Under the 
GATS ambit, India has opportunity to secure market access. 
Cross border supply (Mode 1) and the movement of natural 
person are two cardinal modes through which the country can 
excel in trade in services. 
The government should create a single window clearance 
system for approval of new projects, design more transparent 
inspection environment and developed electronic system for 
complaining with regulatory procedures. The government should 
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improve the entry and exit procedure, make more flexible labour 
laws. 
The government of India should institute a number of 
regulators for services like transport, which includes terminal 
and infrastructure in a way similar to the one established in 
telecommunication. The competitiveness of India's service sector 
hinges on creating a proper and enabling environment. This 
shall be possible through promoting voluntary retirement 
scheme in order to reduce excess labour, creating Asset 
management companies to end the non-performing assets. Along 
with all these a mechanism should be made to shift from costly 
quantities restrictions to more transparent fiscal interventions. 
India should institute regulatory bodies for services. It is 
sanguinely expected that openness of India's government 
procurement producers is likely to enhance clarity of supply of 
goods for government use. Before agreeing to negotiate on 
government procurement, the go home message for India is to 
examine the impact of agreement on employment and income 
distribution. 
Sequence and the timing of liberalization of service sectors, 
the modes of supply and the two groups of barriers relating 
market access and national treatment should be chalked out. 
Indian government should widen the decision making process to 
encompass the trade and industry bigwigs. Industry association 
can become advocates of the reform process. 
The government should take a major rate in taking this 
initiative forward. A guide to selected cities and corresponding 
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hospitals should be provided. Price to various specialized areas 
of services should be worked out. Accreditation of hospitals 
along with minimum quality standards for all hospitals should 
be worked out. The governance should bring 
Time has come for government to bring out specific laws 
governing the BPO-ITES workspace. BPO companies needs to 
comply with data, security certificate like Data Protection Act 
and Bs 7799 from UK and HIPA from US. Complete informations 
security and data primary, hire and retain people with right 
domains skills and to ensure that skills are updated. BPO 
companies should provide their employees a better 
understanding of US and UK equalities, maximum, and real 
estate market, US, GAAP Rules and ITS tax laws. Indian ITES-
BPO should also known its workforce in language such as 
Spanish, German, French, Japanese, in order to unlock the 
appropriates available at Europeans and Asia Pacific markets. It 
is of paramount significance that Indian BPO companies start 
complying with number of regulating requirement like Gvalon-
leach-Blilcy Act, Electronic Communications Privacy Act for US 
companies and Data protection Act. 
On the domestic sphere, there is a clarion call for 
institution of proper regulatory mechanism, driven on the 
parameter of transparency and objectivity. International 
standards of service should be fostered. The government should 
facilitate more information to service providers regarding latent 
opportunities lying in markets abroad. 
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Under the WTO ambit, the country designs request on the 
basis of export baskets where as the offers are made taping the 
import composition in mind. There is need for India to bring out 
a road map relating to export potential services. 
India's service export mainly lies in EU, US and OECD 
countries along with Gulf countries. The need of the hour is to 
evidence the market's horizon and include African and Latin 
American countries too. 
In the case of India's professional services, there is an 
urgent need to increase the standard to that of international 
bench mark for improving the quality of services. India's Doctor 
and Nurses are recognized at World Level but there are wide 
variations in the standard of education catered across the 
country. 
Better quality in term of infrastructure should be provided 
to the institutions. Along with it, there is need to institute a 
common standard of training examination. Indian institutions 
should open its centers in order to fetch international 
accreditation. There is a need of independent statutory body as a 
watchdog to check across the standard and quality of hospitals 
and health centers in the country, which shall help in protecting 
the interest of consumers. 
In order to maintain its reputation in the area of natural 
persons, Indian needs to pay attention to quality of training and 
infrastructure provided by institutes. A greater need is entailed 
to improve the higher education in the country branches of 
foreign industries should be opened which shall improve the 
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quality of education and shall reduce the current pressure on 
public education system. The government should constitute a 
proper guideline and framework for governing the standard of 
education sector. Rules and regulation pertaining to educational 
institutions should be streamlined educational Institution 
catering higher educations 
One of the prime service sectors is software, this sector 
brought 48 per cent of total service export, which reveals the 
prowess of this sector. Nevertheless, In order to tap the current 
opportunities prevailing in tele-network, there is needed to 
improve the efficiency of power and telecom sectors. The 
reduction of connectivity cost shall add strength in this 
particular sector. 
Tourism is one of the promising sectors where it is 
expected that the earning shall increase in days to come. Foreign 
Airlines should be provided number of facilities in term of more 
landing rights, more share in ownership in term of improving the 
share of tourist inflow in country, stream lining of visa 
processing should be made. The travel agencies, hotels and 
restaurants should be provided incentives. In a joint effort by 
industry and government, the management practices, the 
hospitability and standard of services catered shall improve. 
The government should enter into number of agreements 
with the foreign countries in term of short span of contracts 
which shall facilitate the movement of natural person mainly 
inform of Doctors, Teachers, Hi-tech Professionals. This process 
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shall stock the pace of brain drain, which is currently witnessed 
the country. 
The government and the industry should come together to 
carve out and inter linkage association between the different type 
of services. A number of reforms in-group of telecommunication 
in software whereas linkage between insurance and health 
services should be made. 
Mode 1 offers a number of opportunities for India's services 
in term of export and employment. Under the Mode 1, BPO is an 
arena where India has excels and has been acknowledged that 
the global level. In order to increase the earning in this sector 
stream lining of call process should be made, higher level of 
support of monitor's type of call with prior alert is needed. Call 
volume should be increased and monitoring of current call 
centers work practices should be checked at a regular span of 
time to increase the employee productivity. 
There are number of sectors such as education, legal 
services and accountancy where India can excel. The need of the 
hour is to see that these services are opened in a way that 
movement of natural person can bring in substantial foreign 
exchange. India's educational institutions mainly IITs, IIMs have 
the potential to attract sizable consumers through Mode 2 
(Consumption Abroad). 
India need to improve its cost competitiveness as countries 
like Ireland, Russia and China are fastly catching the markets of 
India. For maintaining the cost effectiveness, the quality of 
people providing services should be honed, infrastructure 
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readiness in term of telecom band width and proper supply of 
power along with peaceful political environment is needed. A 
more conductive regulatory environment should be made in 
which tax holidays and rebate in custom duties should be 
provided. 
India needs to design proper domestic regulation in form of 
prudential regulation in financial services, consumer protection 
in central, in number of professional services and in variety of 
infrastructural services. 
Indian Telegraph Act, 1885 (ITA) and the Indian Wireless 
Act (1933) need to be revamped, keeping into the perspective the 
development of telecommunication in India. The amalgam of IT 
and telecommunication has spawns a number of services, which 
need to be governed by instituting number of other regulatory, 
bodies too. Under GATS negotiation India should offer her 
broadening up of telecommunication in consonance with the 
offers provided in other services that are of vital interest to India. 
India should aim to open its Mode 3 (commercial presence 
up to the level of autonomous liberalization provided that the 
country get favorable responses from other countries in the 
sector that increase the India's service export. India should 
explore the service opportunities relating to Mode 1 for catering 
numerous services like financial data processing and bank office 
financial operations. India's further opening of Mode 3 should 
hinge on the opportunities provided through Mode 1. 
India needs to revamp its domestic sphere too 
considerably. India needs to strengthen her financial sector 
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through improving the debt recovery process, better prudential 
regulations. The government should introduce to fasten the 
development of capital markets, premium funds and derivatives 
that appear to be in infancy stage. Though the government has 
instituted a number of regulatory bodies regulating to financial 
services, but still India need to enforce a number of other 
regulatory bodies too. Indian companies should be asked to 
introduce the tenants of corporate governance along with 
accounting norms in consonance with GAAP. 
India has been able to act as a flag bearer of the developing 
countries at the various Ministerial Conferences including at 
Hong-Kong Ministerial Conference .Though at this conference 
nothing very fruitful in terms of services could be managed by 
the developing countries, but the formation of group of G-33,G-
110 was a silver lining indicating that the developing countries 
including India should form group having similar interest in 
services too. 
3. Direction for Future Research 
The present research work is a study pertaining to India's 
service sector under the ambit of WTO .The current study 
undertook a macro aspect of India's services, where the 
performance of services in terms of exports, employment and FDI 
was gauged under the ambit of GATS. Though a vast literature of 
India's services have mushroomed, nevertheless there exists a 
vast scope to explore in the micro aspect of India's services 
including individual sectoral studies under the WTO's gamut. 
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Annexure 6 
Cross-border M and A Sales in the Service Sector, by group of economics, 
(1987-2003) 
Total World 
Developed 
Countries 
Developing 
Countries 
Central and 
Eastern Europe 
1987-90 
178068 
37.0% 
162135 
35.6% 
15873 
61.7% 
61 
19.6% 
1991-
95 
257233 
4602% 
214845 
44.3% 
36753 
51.5% 
5634 
46.0% 
1996-2000 
1873014 
63.0% 
1618255 
62.3% 
221600 
67.1% 
30580 
72.7% 
2001-
03 
747690 
59.3% 
620388 
59.4% 
102677 
59.5% 
24625 
56.1% 
1987-03 
305600 
58.0% 
2615623 
57.1% 
376903 
64.1% 
60901 
61.8% 
Source: "The Shift Towards Services", World Investment Report, UNCTAD, 2004, p. 333 
Annexure 7 
Share of Services in Cross-border Ms and As purchases in the Service 
Sector, by group of economies, (1987-2003 
Total World 
Developed 
Countries 
Developing 
Countries 
Central and 
Eastern 
Europe 
1987-90 
173684 
36% 
162789 
35% 
9847 
60% 
6 
44% 
1991-95 
251321 
45% 
220544 
43% 
30598 
64% 
179 
33% 
1996-2000 
1869157 
63% 
1735165 
63% 
125369 
63% 
2365 
47% 
2001-03 
811199 
64% 
737783 
65% 
67757 
59% 
3795 
27% 
1987-03 
3104360 
59% 
2856280 
59 
233570 
62% 
6345 
33% 
Source: World Investment Report 2004: The Shift Towards Services, UNCTAD, p. 333 
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Annexure 11 
Statement On Sector Wise Break-Up For Foreign Direct Investment (FDI)& 
Foreign Technology Cases (FTCs) Approved By Government 
During August 1991 To March 2004 
(Amount in Million) 
SNo 
1 
2 
3 
4 
5 
6 
7 
Name of the Sector No. of Approvals 
Total Technical Financial 
Metallurgical Industries 
Ferrous 
Non-Ferrous 
Special Alloys 
Mining Service 
Misc (othei Items)-Metallurgy 
Sector Total 
376 
74 
123 
94 
105 
772 
216 
34 
59 
15 
41 
365 
160 
40 
64 
79 
64 
407 
Fuels (Power & Oil Refinery) 
Power 
Oil Refinery 
Power (Other) 
Oil Refinery (Other) 
Others (Fuels) 
Sector Total 
Boilers And Steam Generating 
Plants 
Prime Movers Other Than 
Electrical 
292 
270 
107 
137 
189 
995 
87 
61 
22 
112 
15 
75 
70 
294 
50 
38 
270 
158 
92 
62 
119 
701 
37 
23 
Electricals Equipment (Including S/W & Electrical) 
Electucal Equipment 
Computer Softwaie Industry 
Electronics 
Computei Hardware 
Othei s (S/W) 
Sector Total 
1792 
3211 
602 
32 
94 
5731 
952 
92 
164 
4 
24 
1236 
840 
3119 
438 
28 
70 
4495 
Telecommunications 
Telecommunications 
Radio Paging 
Cellular Mobile/Basic 
Telephone Service 
Telecommunication (l&B) 
Othei s (Telecommunications) 
Sector Total 
461 
52 
219 
136 
63 
931 
103 
4 
12 
5 
4 
128 
358 
48 
207 
131 
59 
803 
Transportation Industry 
Automobile Industry 826 425 401 
Amount of Foreign 
Direct Investment 
Approved 
(In Rs) 
73990 21 
7751 14 
18048 87 
42892 72 
12660 41 
155343 35 
382290 37 
256502 49 
54740 78 
46239 32 
38510 71 
778283 67 
1471 58 
917 24 
61833 42 
188704 97 
34612 61 
3806 02 
1760 65 
290717 67 
172108 65 
12488 95 
347691 83 
32551 19 
8439 11 
573279 73 
5117681 
%to 
Total 
2 53 
0 27 
0 62 
147 
0 43 
531 
13 08 
8 77 
1 87 
1 58 
132 
26 62 
0 05 
0 03 
211 
6 45 
1 18 
0 13 
0 06 
9 94 
5 89 
0 43 
11 89 
1 11 
0 29 
1961 
175 
333 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
Air/Sea Transport 
Passenger Cars 
Auto Ancillaries/Parts 
Ports 
Others (Transport) 
Sector Total 
Industrial Machinery 
Machine Tools 
Agricultural Machinery 
Earth-Moving Machinery 
Miscellaneous Mechanical & 
Engineering 
Commercial, Office & 
Household Equipment 
Medical And Surgical 
Appliances 
Industrial Instruments 
Scientific Instruments 
Mathematical, Surveying And 
Drawing 
Fertilizers 
Chemicals (Other Than 
Fertilizers) 
Photographic Raw Film And 
Paper 
Dye-Stuffs 
Drugs And 
Pharmaceuticals 
Textiles (Including Dyed, 
Printed) 
Paper And Pulp Including 
Paper Product 
Sugar 
Fermentation Industries 
261 
85 
369 
33 
175 
1749 
1516 
232 
50 
78 
1067 
113 
137 
224 
48 
6 
72 
1901 
31 
25 
608 
807 
201 
16 
90 
20 
6 
176 
0 
53 
680 
857 
91 
32 
47 
431 
39 
36 
120 
17 
2 
59 
848 
12 
5 
263 
166 
63 
1 
25 
241 
79 
193 
33 
122 
1069 
659 
141 
18 
31 
636 
74 
101 
104 
31 
4 
13 
1053 
19 
20 
345 
641 
138 
15 
65 
Food Processing Industries 
Food products 
Marine products 
Miscellaneous (Food prod) 
Sector Total 
Vegetable Oils And Vanaspati 
Soaps, Cosmetics And Toilet 
Preparations 
Rubber Goods 
Leather, Leather Goods And 
Pickers 
Glue And Gelatin 
Glass 
Ceramics 
807 
100 
28 
935 
58 
69 
244 
220 
5 
152 
243 
140 
22 
2 
164 
4 
24 
111 
44 
1 
44 
61 
667 
78 
26 
771 
54 
45 
133 
176 
4 
108 
182 
29444.50 
83171.05 
25951.28 
15588.42 
14332.17 
219664.22 
26194.63 
4134.06 
4577.85 
2468.66 
18501.55 
11636.17 
3884.22 
1593.03 
658.09 
383.70 
3574.53 
130897.79 
2378.78 
1253.50 
35740.38 
35168.91 
35510.08 
10634.28 
20802.90 
94196.69 
972.49 
1028.24 
96197.42 
2812.10 
3811.42 
14170.33 
5756.72 
19.33 
22970.76 
9142.35 
1.01 
2.84 
0.89 
0.53 
0.49 
7.51 
0.90 
0.14 
0.16 
0.08 
0.63 
0.40 
0.13 
0.05 
0.02 
0.01 
0.12 
4.48 
0.08 
0.04 
1.22 
1.20 
1.21 
0.36 
0.71 
3.22 
0.03 
0.04 
3.29 
0.10 
0.13 
0.48 
0.20 
0.00 
0.79 
0.31 
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35 
36 
37 
38 
39 
40 
41 
42 
Cement And Gypsum 
Products 
Timber Products 
Defence Industries 
120 
23 
7 
43 
3 
7 
77 
20 
0 
Consultancy Services 
Design & Eng. Services 
Management Services 
Marketing 
Construction 
Others (Consultancy Service) 
Sector Total 
412 
360 
70 
20 
72 
934 
70 
27 
9 
2 
12 
120 
342 
333 
61 
18 
60 
814 
Service Sector 
Financial 
Non-Financial Services 
Banking Services 
Insurance 
Hospital & Diagnostic Centers 
Other Services 
Sector Total 
469 
386 
36 
32 
155 
89 
1167 
9 
26 
0 
0 
17 
13 
65 
460 
360 
36 
32 
138 
76 
1102 
Hotel & Tourism 
Hotel & Restaurants 
Tourism 
Others (Hotel & Tourism) 
Sector Total 
516 
162 
42 
720 
180 
27 
9 
216 
336 
135 
33 
504 
Trading 
Trading 
Trading (For Exports) 
Trading (Activities) 
E-Commerce 
Sector Total 
265 
239 
230 
46 
780 
7 
4 
9 
0 
20 
258 
235 
221 
46 
760 
Miscellaneous Industries 
Horticulture 
Agriculture (Hybrid Seeds & 
Plantation) 
Floriculture 
Diamond 
Ornament & Gold 
Construction Activities & Real 
Estate 
Tea/Coffee 
Cigarettes 
Printing of Books etc. 
COIR 
Others (Misc Industries) 
Sector Total 
Grand Total 
118 
191 
183 
16 
32 
163 
8 
6 
26 
11 
1503 
2257 
25482 
38 
67 
70 
1 
2 
9 
2 
3 
2 
2 
564 
760 
7592 
80 
124 
113 
15 
30 
154 
6 
3 
24 
9 
939 
1497 
17890 
21148.86 
364.44 
0.00 
12651.89 
8936.63 
578.82 
575.10 
5070.35 
27812.79 
126852.21 
35066.84 
4820.40 
4797.08 
12293.20 
8783.28 
192613.00 
40734.41 
8515.73 
2897.17 
52147.31 
4696.58 
2433.52 
21633.80 
6399.51 
35163.40 
1568.66 
4736.68 
2889.96 
1474.73 
1260.76 
17171.32 
3196.60 
127.30 
280.29 
49.69 
37026.07 
69782.05 
2923582.82 
0.72 
0.01 
0.00 
0.43 
0.31 
0.02 
0.02 
0.17 
0.95 
4.34 
1.20 
0.16 
0.16 
0.42 
0.30 
6.59 
1.39 
0.29 
0.10 
1.78 
0.16 
0.08 
0.74 
0.22 
1.20 
0.05 
0.16 
0.10 
0.05 
0.04 
0.59 
0.11 
0.00 
0.01 
0.00 
1.27 
2.39 
Source- Web portal ofSIA Newsletter, dipp.nic.in 
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Annexure 12 
HIB Beneficiaries in the Top 5 HIB receiving countries, 2002 
Category 
Computer-related 
Fashion Models 
Managers and 
Officials 
Miscellaneous, 
Professional, 
technical and 
managerial 
Administrative 
Specialization 
Architecture, 
engineering and 
surveying 
Art 
Education 
Entertianment and 
Recreation 
Law and 
jurispreudence 
Life Science 
Mathematics and 
Physical Sciences 
Medical and Health 
Museum, Library and 
archival sciences 
Religion and 
Theology 
Social Sciences 
Writing 
Unknown 
Total 
India 
47,477 
5 
1,212 
690 
2,689 
5,780 
113 
1,908 
69 
72 
727 
693 
2,530 
11 
7 
738 
77 
182 
64980 
China 
5,357 
4 
388 
349 
1,660 
2,633 
76 
3,593 
28 
93 
1,965 
1,401 
674 
30 
2 
413 
91 
84 
18841 
Canada 
2,770 
92 
1,204 
379 
1,342 
1,629 
133 
1,507 
77 
165 
415 
446 
949 
56 
14 
365 
133 
84 
11760 
Philippines 
1,561 
1 
315 
115 
2,186 
993 
65 
9 
9 
34 
63 
76 
5 
5 
6 
257 
44 
84 
9295 
United 
Kingdom 
1,250 
50 
908 
283 
795 
1,235 
245 
89 
89 
99 
360 
272 
31 
31 
7 
206 
83 
68 
7171 
Source: Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B.Debroy and M.Saquib (eds.),WTO at Ten, Konark Publisher Pvt.,Delhi.,p.33 
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Annexure 13 
India's Share in HIB visas, Asia and World, 2000-2002 
Category 
Computer related 
Fashion Models 
Managers and 
Officials 
Miscellaneous, 
professional, 
technical and 
managerial 
Administrative 
Specialization 
Architecture, 
engineering and 
surveying 
Art 
Education 
Entertainment and 
Recreation 
Law and 
Jurisprudence 
Life Sciences 
Mathematics and 
Physical and 
Health 
Medical and 
Health 
Museum, library 
an archival 
sciences 
Religion and 
Theology 
Social Sciences 
Writing 
Unknown 
Total 
2000 
India's 
Share in 
Asia 
79 62 
10 53 
32 45 
27 62 
23 69 
39 47 
6 09 
17 26 
38 42 
12 90 
19 76 
18 40 
27 86 
18 99 
10 34 
29 64 
1212 
38 93 
6164 
India's % 
Share in 
World 
6818 
0 33 
1228 
1149 
13 88 
26 01 
3 36 
8 36 
1737 
4 77 
1106 
10 03 
18 00 
8 06 
4 41 
16 37 
618 
18 88 
44 42 
2001 
India's Share 
in Asia 
8153 
200 
3716 
33 63 
28 98 
42 36 
8 81 
19 99 
19 26 
15 31 
19 03 
2195 
3186 
1418 
14 71 
26 01 
15 38 
5000 
65 82 
India's % 
Share in 
World 
7139 
011 
13 92 
15 98 
1714 
27 87 
464 
9 45 
6 74 
5 02 
10 52 
1221 
20 34 
5 65 
6 02 
13 46 
7 73 
23 66 
48 78 
2002 
India's 
Share in 
Asia 
7643 
1163 
3179 
3082 
2226 
3810 
7 62 
18 64 
23 08 
14 40 
18 85 
22 33 
30 50 
948 
15 56 
25 47 
10 24 
3171 
50 91 
India's % 
Share in 
World 
3 21 
0 67 
1142 
13 97 
12 74 
2294 
3 90 
9 26 
8 89 
5 01 
10 52 
12 73 
19 58 
3 49 
5 93 
1330 
523 
13 22 
3289 
Source Statistical Yearbook of the Immigration and Naturalization Service, various 
years, in Chanda, R,(2005),"India's Stake in the WTO Services Negotiations", in 
B Debroy and M saquib(eds ),WTO at Ten,Konark Publisher Pvt ,Delhi.,p 35 
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Annexure 14 
Subsidies used in different Service Industries (Number of WTO members) 
Industry 
Tourism 
Banking 
Maritime transport 
Transport, general 
or unspecified 
Telecom 
Other financial 
services 
Software, ICI and 
information 
piocessing 
Construction 
Air transport 
Rail transport 
Energy 
Recreation, culture 
and spots 
Audiovisual 
services 
Whole sale and 
retam trade, 
distribution 
Real estate 
Other and 
unspecified sectors 
No of Subsidy 
piogrammes 
Tax 
Incentives 
41(2) 
13(2) 
10(4) 
9(1) 
3(-) 
9(3) 
9(2) 
11(1) 
7(-) 
4(1) 
7(1) 
7(0 
5(1) 
6(1) 
3(3) 
11(1) 
165(24) 
Direct 
Grants 
12(4) 
4(1) 
6(1) 
8(4) 
10(3) 
1(1) 
3(2) 
3(2) 
2(2) 
6(lp 
2(1) 
4(3) 
6(4) 
1(1) 
1(1) 
4(2) 
74(33) 
Preferential 
Credit and 
Guarantee 
15(2) 
6(1) 
3(1) 
2(-) 
K-) 
3(1) 
l(-) 
2(-) 
K-) 
-
l(-) 
-
1(") 
K-) 
5(1) 
44(6) 
Equity 
Injection 
2(-) 
9(1) 
-
-
2(-) 
-
1(-) 
-
-
-
-
1(1) 
15(2) 
Duty 
free 
Inputs 
and 
Freeze 
30(-) 
10(-) 
9(-) 
5(-) 
5(-) 
3(-) 
»(-) 
4(-) 
4(-) 
K-) 
5(1) 
3(") 
6(-) 
K-) 
12(-) 
112(1) 
Other 
and 
unspecif 
led 
measure 
11(1) 
6(-) 
6(3) 
7(-) 
4(-) 
-
2(") 
-
5(4) 
6(1) 
2(1) 
-
-
-
6(-) 
60(10) 
Number of 
WTO 
members 
country the 
EU as na) 
63(6) 
33(4) 
25(4) 
24(4) 
18(3) 
13(2) 
15(2) 
15(2) 
14(4) 
13(3) 
14(2) 
12(4) 
11(4) 
11(1) 
5(3) 
28(-) 
-
Source "The Shift Toward Services', Woild Investment Report, 2004, 
Annexure 15 
Market Potential For Emerging (KPO) Services 
Services 
Basic data search mtegration and 
management 
Market research, competitive 
mtelligence 
Equity reseaich, actuarial analysis 
and data modeling 
Engineering Design 
Animation and Simulation 
Medical Content and Services 
Remote Education and Publishing 
RandD 
Biotech and Pharmaceuticals 
Total 
2003 
(Billion dollais) 
03 
0 02 
-NA 
04 
01 
NA 
2 
01 
02 8 
12 
2010 
(Billion dollars) 
5 
04 
04 
2 
14 
03 
NA 
3 
15 5 
CAGR 
(%) 
50 
54 
NA 
29 
46 
NA 
NA 
40 
43 5 
Source The Economic Times, New Delhi, 8 April, 2005 p 16 
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Annexure 16 
Business Employment 
Model 
1 
R 
.140 
R Square 
.020 
Model Summary 
Adjusted R Square 
-.226 
Std. Error of the Estimate 
.24890 
a Predictors: (Constant), FDI 
ANOVA 
Model 
1 
Predictor; 
Regression 
Residual 
Total 
3: (Constant), 
Sum of 
Squares 
.005 
.248 
.253 
FDI 
Df 
1 
4 
5 
Mean 
Square 
.005 
.062 
F 
.080 
Sig. 
.792 
b Dependent Variable: EMPLOYME 
Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
.506 
-7.155E-07 
Std. Error 
.122 
.000 
Standardized 
Coefficients 
Beta 
-.140 
t 
4.134 
-.282 
Sig. 
.014 
.792 
a Dependent Variable: EMPLOYME 
Model R 
.115 
Annexure 17 
B u s i n e s s Expor t 
Mode l S u m m a r y 
R 
Square 
.013 
Adjusted R Square 
.234 
Std. Error of 
the Estimate 
189217.62430 
a Predictors: (Constant), FDI 
ANOVA 
Model 
1 Regressi 
on 
Residual 
Total 
Sum of Squares 
1908738967.650 
143213237382.350 
145121976350.000 
df 
1 
4 
5 
Mean Square 
1908738967.650 
35803309345.587 
F 
.053 
Sig. 
.829 
a Predictors: (Constant), FDI 
b Dependent Variable: EXPORT 
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Model 
1 (Constant) 
FDI 
Coefj 
Unstandardized 
Coefficients 
B 
336863.105 
-.445 
I c i e n t s 
Std. 
Error 
93026. 
712 
1.928 
Standardized 
Coefficients 
Beta 
-.115 
t 
3.621 
-.231 
Sig. 
.022 
.829 
a Dependent Variable: EXPORT 
Annexure 18 
Communication Employment 
Model 
1 
R 
.064 
R Square 
.004 
Mode l S u m m a r y 
Adjusted R Square 
-.245 
Std. Error of the Estimate 
.05963 
a Predictors: (Constant), FDI 
ANOVA 
Model 
1 Regression 
Residual 
Total 
Sum of 
Squares 
.000 
.014 
.014 
df 
1 
4 
5 
Mean 
Square 
.000 
.004 
F 
.017 
Sig. 
.904 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYME 
Coeff ic ients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
3.097 
6.241E-08 
Std. Error 
.041 
.000 
Standardized 
Coefficients 
Beta 
.064 
t 
75.204 
.129 
Sig. 
.000 
.904 
a Dependent Variable: EMPLOYME 
4 
Annexure 19 
C o m m u n i c a t i o n Export 
Model Summary 
.157 .025 
Model R R Square Adjusted R Square Std. Error of the Estimate 
-.219 
a Predictors: (Constant), FDI 
10520.39160 
Model 
1 
dictors: 
Regression 
Residual 
Total 
(Constant 
ANOVA 
Sum of Squares 
11201975.893 
442714557.441 
453916533.333 
, FDI 
df 
1 
4 
5 
Mean Square 
11201975.893 
110678639.360 
F 
.101 
Sig. 
.766 
b Dependent Variable: EXPORT 
346 
Annexures 
Coefficients 
Model 
1 (Constant) 
Unstandardized 
Coefficients 
B 
41022.104 
Std. Error 
7266.095 
Standardized 
Coefficients 
Beta 
t 
5.646 
Sig. 
.005 
Annexure 20 
Construction Employment 
Model 
1 
a Predi 
R 
.181 
ctors: 
R Square 
.033 
(Constant 
Mode l S u m m a r y 
Adjusted R Square 
-.209 
, FDI 
Std. Error of the Estimate 
.07767 
ANOVA 
Model 
1 Regression 
Residual 
Total 
Sum of 
Squares 
.001 
.024 
.025 
Df 
1 
4 
5 
Mean 
Square 
.001 
.006 
F 
.136 
Sig. 
.731 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYME 
Model 
1 (Constant) 
FDI 
Coel 
Unstandardized 
Coefficients 
B 
1.110 
7.131E-05 
'f icients 
Std. Error 
.035 
.000 
Standardized 
Coefficients 
Beta 
.181 
t 
31.720 
.369 
Sig. 
.000 
.731 
a Dependent Variable: EMPLOYME 
Annexure 21 
Construction Export 
Model S u m m a r y 
Model 
1 
a Predi 
R 
.630 
ctors: 
R Square 
.397 
(Constant 
Adjusted R Square 
.247 
, FDI 
Std. Error of the Estimate 
6775.14675 
ANOVA 
Model 
1 Regression 
Residual 
Total 
Sum of Squares 
121135029.228 
183610454.105 
304745483.333 
df 
1 
4 
5 
Mean Square 
121135029.228 
45902613.526 
F 
2.639 
Si*. 
.180 
a Predictors: (Constant), FDI 
b Dependent Variable: EXPORT 
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Model 
1 
Depenc 
(Constant) 
FDI 
Coefficients 
Uns tanda rd i zed 
Coefficients 
B 
11978 .739 
2 7 . 4 1 5 
lent Variable: EXPORT 
Std. Er ror 
3 0 5 1 . 2 8 1 
16.876 
S tandard ized 
Coefficients 
Be t a 
.630 
+-> 
3 .926 
1.624 
Sig. 
.017 
.180 
Annexure 22 
Financial Employment 
Model 
1 
a Predi 
R 
.263 
c tors : 
Model Summary 
R S q u a r e Adjusted R S q u a r e 
.069 
(Cons tan t 
- . 163 
, FDI 
Std. Er ror of t h e Es t ima te 
. 0 7 3 0 7 
ANOVA 
Model 
1 Regress ion 
Res idua l 
Total 
S u m of S q u a r e s 
.002 
.021 
.023 
Df 
1 
4 
5 
Mean 
S q u a r e 
.002 
.005 
F 
.298 
Sig. 
.614 
a Predictors: (Constant), FDI 
b Dependent Variable: EMPLOYME 
Coefficients 
Model 
1 (Constant) 
FDI 
Unstandardized 
Coefficients 
B 
1.706 
-3.203E-06 
Std. Error 
.081 
.000 
Standardized 
Coefficients 
Beta 
-.263 
t 
21.127 
-.546 
Sig. 
.000 
.614 
a Dependent Variable: EMPLOYME 
Annexure 2 3 
Financial Export 
Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
.733 .537 
.421 5821.04784 
a Predictors: (Constant), FDI 
ANOVA 
Model 
1 Regression 
Residual 
Total 
Sum of Squares 
157267408.097 
135538391.903 
292805800.000 
Df 
1 
4 
5 
Mean Square 
157267408.09 
7 
33884597.976 
F 
4.641 
Sig. 
.098 
a Predictors: (Constant), FDI 
b Dependent Variable: EXPORT 
Annexures 
Model 
1 (Constan 
t) 
FDI 
Coeff ic ients 
Unstandardized 
Coefficients 
B 
30287.287 
-1.007 
Std. Error 
6432.397 
.467 
Standardized 
Coefficients 
Beta 
-.733 
t 
4.709 
-2.154 
Sig. 
.009 
.098 
a Dependent Variable: EXPORT 
Annexure 2 4 
Health Employment 
Model 
1 
a Predi< 
R R Square 
.017 .000 
;tors: (Constant 
Mode l S u m m a r y 
Adjusted R Square 
-.250 
, FDI 
Std. Error of the Estimate 
.07798 
ANOVA 
Model 
1 
a Prec 
Regression 
Residual 
Total 
ictors: (Cons 
Sum of Squares 
.000 
.024 
.024 
stant), FDI 
Df 
1 
4 
5 
Mean Square 
.000 
.006 
F 
.001 
Sig. 
.974 
b Dependent Variable: EMPLYMEN 
Coefficients 
Model 
1 (Constant) 
FDI 
Un standardized 
Coefficients 
B 
11.463 
6.460E-07 
Std. Error 
.039 
.000 
Standardized 
Coefficients 
Beta 
.017 
t 
291.592 
.034 
Sig. 
.000 
.974 
a Dependent Variable: EMPLYMEN 
Annexure 25 
Tourism Employment 
Model S u m m a r y 
Model R IR Square Adjusted R Square Std. Error of the Estimate 
1 .550 .303 .128 .02102 
a Predictors: (Constant), FDI 
ANOVA 
Model 
1 
a Pred 
Regression 
Residual 
Total 
ctors: (Cons 
Sum of 
Squares 
.001 
.002 
.003 
tant), FD 
Df 
1 
4 
5 
Mean 
Square 
.001 
.000 
F 
1.735 
Sig. 
.258 
b Dependent Variable: EMPLOYME 
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Model 
1 (Constant) 
FDI 
C o d 
Unstandardized 
Coefficients 
B 
.515 
-5.028E-06 
Tic ients 
Std. Error 
.016 
.000 
Standardized 
Coefficients 
Beta 
-.550 
t 
31.850 
-1.317 
Sig. 
.000 
.258 
a Dependent Variafr e: EMPLOYME 
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